








CANCER CL 


But treatments must 


be started in time 


Cancer now costs America 140,000 lives a year. 
You may save one of these lives in 1938 by 
helping to spread the information that cancer 
can be cured, but treatments must be started 


in time. First, inform yourself thoroughly. 
Call at The Red Door of the New York City 


Cancer Committee. Or mail this coupon. 


New York City Cancer Commirtres, 130 East 661TH STREET, NEw YorK 


For the $1 enclosed, send me a year’s 
subscription to the Committee’s new pub- 
lication of information, ‘“The Quarterly 
Review.’’ Also send a supply of labels 
for my packages. 
Adare 


If you are not a resident of New York City, write 
Sor information to the American Society for the 
Control of Cancer, 1250 Sixth Avenue, New York. 


THE NEW YORK CITY CANCER COMMITTEE 


of the AMERICAN SOCIETY FOR THE CONTROL OF CANCER 





Name— 
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Shall I Buy — 
Shall I Sell 
Stocks__Now? 


If you know when it is safe to buy 
and wise to sell stocks—if you act on 
your knowledge promptly — risks 
are minimized, maximum profits 
possible. 


T. E. Rassieur Trend Interpreta- 
tion Service offers you definite 
buying and selling advice based 
strictly and solely on interpretations 
of long-term and short-term trends 
arrived at by precise mathemat- 
ical computation. 


T. E. Rassieur Trend Interpreta- 
tion Service is unique in the finan- 
cial field, neither duplicating nor 
overlapping the service of any exist- 
ing system or organization. 


The principles and scope of this 
service are explained in a compre- 
hensive free booklet: ‘‘TREND 
INTERPRETATION.” Write for it. No 
obligation. 


T. E. RASSIEUR 
Trend Interpretation Service 


Suite 40 Continental Bldg., St. Louis, Mo. 
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SPECIAL 
FEATURE 


From many of our subscrib- 
ers have come requests for 
speakers to address various 
business groups or organiza- 


tions on 
ECONOMICS 


BUSINESS 
FINANCE 


Consequently to meet this 
need, we have inaugurated a 
service available to our sub- 


scribers. 


Further information on this feature 
will be furnished by request to— 


SPEAKERS 
BUREAU 


THE MAGAZINE OF WALL STREET 
90 Broad Street New York, N. Y. 
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Boru the Stock Exchange authori- 
ties and the S. E. C. have shown 
signs recently of an active interest 
in purging the list of “worthless” 
stocks. This is a somewhat changed 
policy for the Stock Exchange, which 
has felt that stockholders in a lan- 
gushing enterprise were entitled to 
an opportunity to sell their securi- 
ties in the same market in which 
they were purchased. The opposite 
school of thought, and the one now 
apparently prevailing. holds that it 
is more important to protect pos- 
sible buyers of any pig in a poke 
than to allow those who have al- 
ready made the mistake to rescue 
asmall part of their capital. 
Perhaps two dozen issues change 
hands in a normal day’s trading at 
prices which intimate a threat of de- 
listing. Practically all of them have 
seen better days, when they sold at 
ten, twenty or fifty times present 
levels. A number are selling at frac- 
tions of their former annual dividend 
rates. It is interesting to conjecture 


whether some of these stocks which 
may now be declared “worthless” 
have not as much right to be traded 
in at 14 or % as they had a few 
years ago at 20 or 40. Of more prac- 
tical importance, however, is the 
question of the effect de-listing or 
the threat of such action will have 
on fractionally priced issues. 

As we see it, a certain part of the 
market value of any security is based 
upon the possibility that the affairs 
of the company will take a sharp 
and decisive turn for the better or 
that speculative appeal will carry 
the stock up even without improve- 
ment in the business. This applies 
whether the situation is already one 
of blooming prosperity or receivers 
are in control. As the price of a 
stock gradually approaches the zero 
mark, the “hope value,” as distin- 
guished from intrinsic value, in- 
creases in relation to market price. 
To express a generalization very 
roughly, the chances of the future 
threaten less and offer more to a 





one-dollar stock than to a one-hun- 
dred-dollar stock. The purchaser of 
the dollar issue, therefore, should 
realize that a larger percentage of 
his money is being dedicated almost 
wholly to optimism. 

Understanding this, it should 
cause no surprise when a stock falls 
in response to a removal decision. 
The decision itself damages the pos- 
sibility that a buying wave will be 
generated, and thereby decreases the 
“hope value.” In addition, it con- 
stitutes an expression of opinion as 
to the future of the issue which is 
not likely to be ignored by all pres- 
ent owners. It does not lessen the 
actual worth of the security, except 
in the always important considera- 
tion of marketability, but in the 
cases already observed the immedi- 
ate effect has been a drop in price. 
More than ordinary attention and 
caution would seem to be called for 
in deciding whether to buy, hold or 
sell any issue in the very low price 
ranges. 
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IN THE NEXT ISSUE 


What Business Can Expect in the Second Quarter? 


By Joun D. C. Wetpon 


Britain and the Proposed Trade Treaty 


By Dr. Max WINKLER 
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Spud 


Accounting 
Waste... ~. 


Scene in the Accounts Receivable Department where Sundstrand 
Class A Accounting Machines provide speed, dependability and 
complete mechanical control over accuracy. 


HERE'S not much you can teach 

the Axton-FisherTobaccoCompany 
about making good cigarettes. And 
there’s mighty little, too, you can show 
them about cutting accounting costs. 
Let Treasurer C. Palmer Parker tell you 
in his own words about one of their 


latest short cuts to economy. 

“During October, 1936, we installed 
two Sundstrand Class A accounting ma- 
chines. 

“Each machine handles approxi- 
mately 3,500 customers’ accounts. 

“Prior to the installation of these ma- 
chines, all of our posting was done by 
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Smokes Cuil 


hand. Under the present ar- 
rangement two employees 
do the work and at the close 
of business each day, the 
customers’ accounts are in agreement 
with the control account. This proce- 
dure is of material assistance to the 
Credit Department in analyzing and 
preparing statements.” 

No matter what your Iparticular ac- 
counting problem may betheright solu- 
tion is sure to be found if you have your 
accounting staff get together with 
Underwood Elliott Fisher. Three com- 
plete lines of machines with a variety 


Underwoo 


ELLIOTT FISHER ACCOUNTING MACHINES 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








i Ve: is Sasser Lae 


COPYRIGHT 1938, UNDERWOOD ELLIOTT FISHER COMPANY 


This ts the Sundstrand Class A Accounting Machine. Features: electric 
operation, automatic balances, direct subtraction, only ten figure keys, 
line proof and air-cushioned tabulation. 


of models in each enable Underwood 
Elliott Fisher to equip you for a com- 
plete accounting job... maintain your 
books in daily balance, keep up-to-the- 
minute facts constantly on tap and in 
general, give youa better, more econom- 
ical accounting job. Every Underwood 
Elliott Fisher Machine is backed by 
nation-wide, company-owned service 
facilities. 

Telephone our nearest Branch of 
write for full particulars today. 


Accounting. Machine Division 
UNDERWOOD ELLIOTT FISHERCOM PANY 
Accounting Machines, Typewriters, Adding Machines, 

Carbon Paper, Ribbons and other Supplies 
One Park Avenue, NewYork,N.Y. f 
Sales and Service Everywhere Pe 
Underwood Elliott Fisher 
Speeds the World's Business 
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The Trend of Events 


“WHAT WOULD YOU DO?" .. . President Roosevelt 
has often chided critics for failing to offer constructive 
suggestions. That is fair enough, for some business 
men—strong on denunciation and weak on intelligent 
advice—have floundered badly when the President 
countered with a bland: “Well, what would you do?” 

In recent weeks, however, the President has heard an 
abundance of definitely constructive criticism. Individu- 
ally and collectively, little business men and big business 
men have specifically diagnosed the country’s economic 
troubles and have proposed specific remedies. They have 
expressed a unanimous conviction that the first essential 
of economic recovery is a loosening of the governmental 
restrictions — tangible and psychological — with which 
private initiative has been fettered. 

The most effective criticism and the most persuasive 
advice have now been presented by Bernard M. Baruch, 
eminent financier, loyal Democrat, personal friend of Mr. 
Roosevelt, valued adviser of Presidents for a quarter of 
acentury. Mr. Baruch did not speak gratuitously, but 
at the request of a Senatorial Committee. He gave his 
opinions logically, frankly, temperately. In substance, 
he put the blame for the depression on the Administra- 
tion’s policies and called for a clear-cut Federal policy 
which will choose the traditional American profit system 
rather than totalitarian domination of business, which 
will instill confidence as to the stability of the currency 
and which will apply the tax laws for revenue rather 


than misuse them for punishment or regulation. 

Because of this critic’s standing and the circumstances 
surrounding his testimony, no one at Washington can 
effectively challenge either his motives or his opinions. 
Whether his advice will be taken to heart by Congress or 
by the President—who remarked at a recent press con- 
ference that he had not read the Baruch testimony—is 
another matter. At any rate, the President can no 
longer ask, “What would you do?” Practical answers 
have been given. If they mean nothing to him, perhaps 
they will have meaning for a considerable number of 
voters next November. 


LISTEN, WHEN THE PUBLIC SPEAKS... The British 
General Strike of May, 1926, was broken because there 
is a point beyond which it is impossible to goad a coun- 
try’s public. The man in the street will suffer a good 
deal with no more than muttered grumblings, but that 
his patience is not inexhaustible always seems to be a 
fact that has to be discovered anew. In our own coun- 
try the states of the northwest stand politically a good 
deal further left than most and, therefore, might be sup- 
posed to have a higher boiling point in their tolerance of 
labor strife. It appears, however, that there is a limit to 
everything, even to the patience of a Seattle voter. In 
the recent primary for the office of mayor, Arthur B. 
Langlie, who campaigned on the platform that he would 
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be subservient to no labor element, obtained more votes 
than the A. F. of L. and the C. I. O. candidates combined. 
In the final run-off he is strongly favored to win. 
Although one swallow does not make a summer, the 
sign is encouraging. It may be that in other sections of 
the country the people are getting tired of the “racket” 
aspects which have played such a part of the labor move- 
ment under the New Deal. There can be no quarrel with 
the legitimate and responsible labor union, but when, as 
in Seattle, a town can be literally terrorized by hoodlums 
purporting to represent two labor factions and when 
certain unprincipled business combines with labor to 
gouge the public—also as in Seattle—it is high time a 
halt were called. It is to be hoped that labor elsewhere, 
while naturally rejoicing in a new-found freedom, will 
remember that an unmistakable warning against abuse 
has been given by a power far stronger than any a union 
can muster—the general public of these United States. 


WHY DIVIDENDS ARE UNCERTAIN ... To benefit the 
investor has been the stated objective of all the security 
legislation and regulation of the past few years. Un- 
doubtedly matters have worked out as intended in some 
ways: in others the results have been rather less than 
perfect. Take this question of dividends, for example. 
The true investor much prefers a stable rate on which he 
can count than payments which fluctuate widely and are 
at times omitted altogether. Yet, now dividends are 
fluctuating as never before. Every day the newspapers 
tell of important companies which have reduced or 
omitted dividends and undoubtedly such action takes at 
least some of their stockholders by surprise. Directors 
are not to blame, of course. Last year they were forced 
to pay out the greater part of earnings by the tax on un- 
distributed profits and they reason logically: (1) The 
present business recession may grow worse and all avail- 
able resources may be needed to weather the storm. (2) 
The tax on undistributed profits is likely to undergo im- 
portant modification in the present session of Congress 
and, if this should prove to be the case, whatever action 
is best can be taken later on. (3) If the tax on undis- 
tributed profits is not modified there is still plenty of 
time to order disbursements which will avoid any penal- 
ties which it may impose. Under these conditions it is 
no wonder that dividends in the first three months of this 
year have been even more meager than one would imagine 
from the extent of the business recession. While it is 
unfortunate in a number of respects, stockholders must 
take what comfort they can in the thought that the first 
quarter probably will prove to have been the worst and 
that if the expected business improvement materializes 
later on in the year dividend payments will pick up also. 


SELECTIVE DEPRESSION .. . In the best of times some 
industries will be depressed. In the worst of times some 
will be prosperous. At all times marked variations in 
activity and profits, from industry to industry, will be 
shown. In the whole broad picture the one constant is 


change — change in consumer preference, in scientific 
knowledge, in operating technique, in competing values, 
We marvel at the boldness, or the naivete, of politicians 
who yearn to “stabilize” all this, remove all inequalities, 

At the present time total economic activity is about as 
seriously deflated as it was in most of the major depres. 
sions of the past, yet there are a few bright spots —for 
instance, the booming aircraft industry. And can we not 
take at least some comfort in the thought that we always 
retain more than we lose in depression? The busines 
activity index has come down from 102 to 68. By this 
measure we have lost 34 points—but we have the remain. 
ing 68 points. Perhaps 10,000,000 people are out of work 
—but 40,000,000 people remain on the job. 

The sorest spots, by industries, are steel, hardware, 
brick and tile, typewriters, automobiles, lumber mills, 
railroad car building, cement and carpets. Payroll de- 
clines in these from August through January ranged from 
43 to 58 per cent according to Department of Commerce 
reports. Declines of 25 to 38 per cent are shown by 
furniture, glass, aluminum, electrical machinery, cast 
iron pipe, silk and rayon goods, men’s clothing, rubber 
tires, wearing apparel, cotton goods, cigars and cigarettes. 

Relatively good showing was made by shipbuilding, 
with payroll decline of 4 per cent; by farm implements 
with decline of 7 per cent; calculating machines, 7 per 
cent; engines and turbines, 17 per cent; machine tools, 
18 per cent; jewelry, 19 per cent; petroleum refining, 16 
per cent; foods, 19 per cent; chemicals, 19 per cent; shoes, 
20 per cent: and paper boxes, 20 per cent. Some of these 
changes were partly seasonal, but most are due to more 
basic factors. 


LET IN THE LIGHT... It hardly seems possible that the 
“family fight” within the directorate of T V A can be 
bottled up much longer, and it should not be. Dr. Arthur 
E. Morgan, long at odds with his fellow directors, David 
E. Lilienthal and Harcourt A. Morgan, has issued a pub- 
lic statement demanding a thorough investigation of 
TVA in all of its ramifications by a joint committee 
of the House and Senate. 

TVA is a public venture, spending millions of pub- 
lic money. The questions raised by Dr. Morgan involve 
far more than a matter of political “face.” They involve 
the efficiency and the integrity of Government servants. 
It is high time to let in the light. Will the Administra- 
tion dare block a full and fair inquiry? Will it attempt 
to stack the cards for a whitewash? It can do neither 
without making a mockery of its claim to political 
decency and idealism. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 686. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. 

Monday, March 7, 1938. 
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BEHIND THE NEWS 


= I am fascinated by the intrigue which is 
going on in Europe today—by the mighty battle of 
wits that is being fought for supremacy. And as I said 
in my last editorial, I was convinced there was more to 
Hitler's easy victory than appeared on the surface. 

So closely have I watched every move that after the 
events of the past two weeks, I believe that the An- 
schluss between Austria and Germany is only a flash in 
the pan after all, and that Mussolini is still pulling the 
strings which make all these puppets dance just as he 
has these past several years since he maneuvered Ger- 
many into entering the Rhine. 

The tug-of-war for political control of Mittel Europa 
that has been going on between Hitler and Mussolini, 
in spite of the Rome-Berlin axis, seems to have resulted 
ina draw. Mussolini, apparently encouraged Schusch- 
nigg to give Hitler only a semblance of victory—just 
about as much as he thought necessary to throw con- 
fusion into the English camp. And he succeeded. 

The tactics Mussolini used are the same he em- 
ployed in circumventing Eden. He has never lived up 
to any deal that he made with 
the English, although through his 
emissaries the impression was 
created that he would do so. Even 
recently he succeeded in ousting 
Eden from power, leaving the im- 
pression with Chamberlain that he 
would withdraw the “volunteers” 
from Spain; and a few days after 
the event, which shook the British 
Cabinet to its foundation, he is 
already hedging about doing so. 
Nor does he suspend operations in 
Spain to demonstrate the sincerity 
of his willingness to meet the Eng- 
lish half way. And he gets away 
with it—all because he holds the 
whip hand in Europe today. 

His demands on England show it 
plainly. Many of the conditions 
he calls for are dangerous and 
humiliating. He has the audacity 
even to ask for credits which would 
give him additional funds for his 
armament program against Great 


Pictures, Inc. 
“Il Duce" holds the upper hand 
in Europe today. 
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BY CHARLES BENEDICT 


IN EUROPE 


Britain—and for an interest in the Suez Canal which 
would be tantamount to acknowledging Italy’s suprem- 
acy and relegating England to second place in the eyes of 
the East. This losing of face would sound the death knell 
of the British Empire. 

Even if Chamberlain should make such a “hysterical” 
deal with Mussolini to avoid war at present, how would 
he know—in view of what has passed—that Mussolini 
would live up to the bargain? That he would not use 
the advantage gained further to undermine the British 
and force increasingly humiliating concessions. 

It seems incredible to me that the British people 
should lie down and let Mussolini “take it away from 
them” without putting up a fight—in the light of their 
experience with him; plus the very definite evidence 
that he is unswerving in his purpose to rebuild the 
Roman Empire at their expense. 

England cannot afford to make many more mistakes 
in her dealings with Mussolini without seriously en- 
dangering her position. Up to now English diplomatic 
blunders have been explained away on the ground of 
lack of preparedness—that she was 
playing for time. But what had 
that to do with the poor showing 
she made in Austria recently when 
she failed to back up Chancellor 
Schuschnigg in his crisis with Hit- 
ler; although she was a guarantor 
of Austrian independence? This 
display of selfish weakness played 
directly into Mussolini’s hands. He 
used the opportunity to show up 
British impotence and raise himself 
to the position of the defender of 
Middle Europe against Nazi inva- 
sion. 

By his acts he made it very 
clear: (1)—that he does not in- 
tend to permit the Nazis to extend 
their influence in the Danubian 
Basin; (2)—that he has the power, 
and is just as determined as ever 
to keep Germany from the Brenner 
Pass—the back door to Italy. 

It was recognition of this situa- 
(Please turn to page 742) 
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; has been virtually no net change in the position 
of the stock market during the past fortnight, a week of 
rally having been followed by a week of slow reaction on 
meaningless volume. 

Indeed, there has been almost no net change in the 
market’s position during the past four months. As this 
analysis is written the Dow-Jones industrial average is 
around the 128 level. It was right there at this time 
last November. During these four 
months this index has closed under the 
120 level in eight trading sessions, has 
closed above the 130 level in nineteen 
trading sessions and in seventy trading 
sessions has moved around with no 
great conviction within the 10-point 
trading range between 120 and 130. 

Many people thought stocks were on 
the bargain counter in the climactic 
marginal clean-out in the third week 
of last October. Our weekly index of 
330 stocks now stands just about where 
it was then, and so do the more in- 
clusive daily averages. In view of the 
fact that the real seriousness of the 
depression has only been generally 
recognized within recent weeks, refusal 
of the market thus far to extend previous lows may be 
taken as encouraging. 

From a trading point of view, it is possible to see 
some hopeful elements in the picture. Business and 
investment sentiment is slightly more optimistic. Hope 
that the spring will bring at least a modest improvement 
in business activity still persists, although no change 
for the better is yet visible in the composite indexes. 
The conviction is growing that developments at Wash- 
ington will be predominantly on the favorable side, 
even though the Administration professes no retreat 
from New Deal “objectives.” It is obvious that Con- 
gress has no stomach for additional reforms or experi- 
ments this year. 

Substantial revisions in both the undistributed earn- 
ings and capital gains taxes within a relatively short 
time are a certainty, the only question being how much 
further the present House bill will be liberalized when 
the Senate gets through with it and when Senate and 
House conferees agree on a final measure. In the im- 
mediate offing, if Washington reports are correct, is the 
Interstate Commerce Commission’s decision on the most 
important railroad rate case in a generation. 

Meanwhile it is widely known, of course, that current 
corporate earnings are extremely depressed, and the 
market has been able to withstand a number of divi- 
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Whats Ahead for the Market 





BY A. T. MILLER 


dend omissions and reductions. This amounts to saying 
that at the moment there is no important selling on 
bad news. The immediate technical position has been 
strengthened by more than a week of mild decline, 
Given even a modest budget of good news—such as a 
satisfactory increase in railroad freight rates—we think 
it probable that the rallying trend maintained during 
most of February could be extended over the nearby 
future, possibly penetrating the 134 
135 resistance level in the Dow-Jones 
industrial average which for a good 
many months has been the absolute 
ceiling of all trading rallies. 

Nevertheless, it should be empha- 
sized that this is solely a short term 
speculative point of view. As regards 
longer range commitments in common 
stocks, the simple fact is that the risk 
of waiting-out a bear market is never 
anywhere near as great as the risk of 
over-staying a bull market. There is no 
more tangible basis today for a con- 
viction that a sustained recovery is 
about to begin than there was a month 
ago or two months ago. Meanwhile, 
after a maximum decline of 68 points, 
our index of 330 equities now shows a net recovery of 
less than 5 points from the absolute low. 

The mere fact that the depression swept over us 
with unprecedented speed is not reason for a propor- 
tionately fast recovery. Nothing like the frenzied upturn 
in the spring and summer of 1933 is likely. Prices, in- 
ventories and costs were far more deflated then than 
now. Investment, speculative and business psychology 
was then so tuned that it responded almost instantly 
to the “reflationary” program of a new Administration. 
Today confidence in the New Deal is far less than in 
1933, and at the same time there is far less reason 
than in 1933 to bet on inflationary measures capable of 
getting prompt results. 

Thus far neither the Administration nor the Congress 
have turned far enough to the Right to provide the 
confidence required for active long term investment of 
private capital. On the other hand, the Government’s 
fiscal policy as presently projected for the rest of the 
fiscal year—ending June 30—does not suggest either 
return to important deficit spending or resort to any 
other dynamically inflationary measures. On the whole, 
concessions to the Right are slow and grudging—so slow 
as to lose dramatic effect. The longer the pending tax 
revisions are debated and the longer the period in 
which favorable changes are anticipated, the less becomes 
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We believe a trading rally in the immediate future is prob- 


able, but we see no tangible basis on which longer term 
commitments can be made. Sentiment has improved, but 
evidence of early business recovery is not yet apparent. 


the probability that final action will prove a prompt 
stimulant, however favorable the longer range impli- 
cations. 

There has been no clarification of Government policy 
or of the outlook for corporate profits this year such 
as might spread confidence. Therefore there is scant 
prospect of significant early revival in the capital 
market or in the capital goods industries. The bank 
credit trend has been virtually neutral since last Octo- 
ber, with increased purchases of investments just about 
offsetting decline in commercial and security loans. 

Backlog orders for heavy goods are declining; a re- 
vival in construction remains “arourd the corner’; and 
expenditures on plant and equipment by the steel, rail- 
road, utility and other industries are running far under 
the levels of a year ago. In short, it appears that if 
economic nature is left to take its course—and the 
Administration’s attitude has thus far appeared to point 
this way—recovery will have to start in the consumption 
goods industries, based largely on price and inventory 
adjustments. Since the depression has set up a variety 
of problems in the form of lowered values, curtailed 
purchasing power and unbalanced price relationships, 
even 2 consumption goods recovery will be relatively 
slow—in the absence of any heroic Administration meas- 
ures—and will be still slower to spread upward to the 


heavy industries. The decline in retail trade appears to 
be widening, a belated result of shrinking purchasing 
power. Costs in most industries are still much too high, 
in relation to available volume, and to reduce them on 
falling volume is a most difficult problem. 

In the commodity markets, both spot and futures, 
the picture remains negative, the recent small buying 
flurry—touched off by President Roosevelt’s formal 
statement on his price attitude—having proved abor- 
tive. Corporate purchasing agents continue to adhere 
to a hand-to-mouth buying policy. 

It is possibly significant that both commodity and 
security markets have now held their own for a good 
many weeks, and that the decline in business activity 
has shown a tendency to flatten out—but we remain 
without visible signs of a turn in the economic tide. For 
that matter, we remain without positive evidence even 
that the major deflation has terminated. The most in- 
clusive of all economic indexes, the national income— 
which is now estimated monthly by the Department 
of Commerce—has almost certainly extended the de- 
cline reported for January. It could scarcely be other- 
wise, in view of February-March payroll trends. 

All in all, we believe there will be another test of this 
market, whether it comes in the latter part of this 
month or in April. Hope is not a very solid diet. 
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Breathing spell from new business legislation which has 
been forced on administration by recession will continue 
for some time, not by choice but necessity. Divided in 
council, New Deal has no new panaceas. Heavy spend- 
ing is out for present. Roosevelt is still trying to wait 
out the storm, figuring lack of action may give business 
the confidence for which it clamors. But unless upturn 
comes by early summer, administration will desperately 
attempt something to help it in fall campaigns. 


Congress will not accomplish much this session, due to 
impending primaries, lack of enthusiasm for more re- 
forms, absence of much administration pressure. Ad- 
ministration will be satisfied with reorganization, wage- 
hour, and national defense laws, with other legislation 
“advanced.” 


Wage-Hour bill will reach the House again, with out- 
come still uncertain. Many plans fighting for favor. 
Roosevelt insists on some legislation, and best guess is 
simple bill with very low requirement and little admin- 





WASHINGTON SEES— 


Congress accomplishing very little. 
Wage-hour bill fight coming up again. 
Price investigations to bring sparse results. 
Senate to be easier on tax revision. 


Labor board establishing remarkable court 
record. 


R F C lending resumption largely a gesture. 


Velvet glove on iron fist of holding com- 
pany act. 


No monopoly legislation this year. 








istrative machinery, which would establish the principle, 
make campaign material, provide basis for court tests, 
and be wedge for more stringent legislation later. 


Relief bill passage continuing requirement that funds be 
apportioned monthly is victory for principle of Congress’ 
control of lump-sum appropriation and will be valuable 
precedent when appropriation for next fiscal year is up, 
e.g. prohibiting W P A pouring out all its funds just 
before 1938 elections. 


Social security changes will not be made by this Con- 
gress, as advisory council (kept well in hand by S&S. §. 
Board) cautions further study on important amend- 
ments and Ways and Means committee fears to open 
subject by considering relatively minor changes long 
sought by Board. 


Frazier-Lemke farm mortgage moratorium act, now ex- 
tended for two more years, greatly irks Farm Credit 
Administration and will further tie up funds of insurance 
companies and others invested in farm mortgages. But 
new law cuts down fee racket of conciliation commission- 
ers which has cost U. S. Treasury $500,000. FC A has 
stopped lending in North Dakota because of moratorium 
situation there. 


Price investigation on extended scale is being promoted 
in administration as relief project; will deal with living 
costs and effect on retail prices of fair trade acts, pos- 
sibly more friendly to latter than F T C is expected to 
be. Study may offset proposed Senate price investiga- 
tion (which might be anti-New Deal) and will be used 
in connection with other price studies being made for 
Roosevelt. 


Monopoly message being drafted by the President will 
be for study only. No legislation can pass this year. 
Both Congress and administration advisers are split a 
dozen ways on the subject. 


Baruch's testimony before Senate unemployment clinic 
that administration policies block recovery alarmed New 


Dealers who viewed him as going over to the enemy and 
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tried to get him to temper his blasts. Others saw it as 
honest appraisal of prevailing business sentiment that 
far of Washington prevent investment and spending 
necessary to economic upturn. 


Tox bill will be further revised by Senate in line with 
business views. Remnant of undistributed profits tax, 
ffany, will be barely recognizable, and capital gains tax 
will be modified. Although Senate has usually been more 
radical than House on tax measures, it is in revolt against 
New Deal tax philosophy and desperately anxious to 
help business. 


Tax exempt securities are under renewed fire, as LaFol- 
lette moves to tax them regardless of courts and con- 
tracts, and increasing number of bills propose constitu- 
tional amendment to stop their issuance. To old argu- 
ment that tax exempts are haven for wealthy is new one 
that their existence prevent capital from venturing into 
employment-making new businesses. The Treasury, hop- 
ing its deficit financing is about over, is now receptive. 


Small business organizations are being set up so rapidly 
in wake of Secretary Roper’s “little men’s conference” 
that their formation promises to become a big business. 
Administration is skeptical of all, fearing they may be- 
come rackets or at least unmanageable special interest 
groups. 


Air commerce bill, redrafted to harmonize conflicting 
intra-administration conflicts, will show speed soon and 
should be enacted by summer; provides for separate 
commission and will be tremendous boon to air trans- 
port lines. 


NLR B decisions in Supreme Court have been uni- 
formly pro-labor, estabiishing basis for new labor code, 
but 50 more decisions are on way up, so many months 
will elapse before rights and privileges of unions are 
completely established. Administration feels Wagner 
act may need amending some time but not until thor- 
oughly court tested. 


Motor freight rate increases are scheduled on same com- 
modities and to same extent as granted for rails. Truck 
operators have machinery greased to file new tariffs on 
short notice. 


R F C lending resumption is largely psychological, an 
answer to pleas of little business; banks are urged to 
make business loans, bank examiners to approve them; 
extension of easy money policy. Administration is not 
ready to set up new business credit machinery, even an 
intermediate institution, fearing heavy losses, much 
political pressure, and all-around resentment; does not 
have same sympathy with business’ demands for cheap 
credit as it has had with similar demands of farmers. 


Patent monopolies are listed by New Deal reformers 
among business practices which need to be broken up 
by anti-trust law revision. General idea is to force new 
patents into use, giving inventor royalty but not right 
to deny licenses to competitors after limited development 
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Wide World Photo. 
Bernard M. Baruch's sage counsel encouraged business and 
alarmed New Dealers. 


period. Automobile patent pool is considered generally 
good, oil cracking patent pool generally bad. 


Oil regulation by federal control is again being discussed 
after three-year quiet, stimulated by heavy crude pro- 
duction and distress gasoline stocks partly due to term- 
ination of buying pool by Madison decision. Adminis- 
tration, rebuffed by industry on previous legislative pro- 
posals and confused on general anti-trust policy, is sit- 
ting back watching but would welcome proposal from oil 
states or industry. 


Holding company registrations now cover practically 
half of utility systems subject to S E C jurisdication, 
showing extent to which government Supreme Court 
victory in Electric Bond & Share case is discounted. 
S E C will continue mild and cooperative attitude in 
revamping holding set-ups but reorganization proposals 
must be bona fide and in public interest; evasive schemes 
will get the crack-down. 


Export industries and business generally will benefit 
from increased appropriations for Bureau of Foreign and 
Domestic Commerce voted by House in defiance of 
Budget Bureau, reversing five-year New Deal policy of 
starving this “Hoover’s pet” agency. State Department’s 
foreign commercial service will also be expanded. 


Fertilizer production by Federal Government on com- 
mercial scale using cheap Bonneville dam power and 
phosphates on public lands in Idaho is being strongly pro- 
moted in high administration quarters. T V A is enthusi- 
astic and could go outside its territory to do it with 
Presidential authorization. 
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Must the New Deal Foster Recovery to Win 
in the Spring Primaries—Next Fall—in 1940? 


The Politieal Outlook for Business 


BY RAY TUCKER 


—_ doctrinaires may suffer the surprise of their 
lives in 1940—the divine year when most of them believe 
that an inevitable economic depression will sweep 
Franklin D. Roosevelt and all his party kin out of the 
Capital of the United States. They may discover that, 
for the first time in American political history, silent 
factories and lengthening breadlines will have nec terrors 
for an Administration not only willing but eager to toss 
aWPA,PWA,RFC orA A A lifeline to millions of 
underdogs—the more, the merrier! 

Of course, there may be no depression in 1940. Private 
business and industry may do what all the Humpty- 
Dumpties at Washington have failed to do—namely, 
produce recovery, not out of a hat, but by dint of hard 
work and determination. Or there may be a war— 
everybody at the seat of government seems to crave a con- 
flict of some kind—that will serve as an economic serum. 

But for the purpose of this article, let’s assume that 
the nation has slumped into a sort of secondary depres- 
sion—not quite so serious as 1929’s—when the time 
comes for Mr. Roosevelt to seek a third term, or, more 
logically, for him to attempt to foist a man of similar 
social and economic philosophy upon the Democratic 
party. In short, the question to be answered here is 
whether a depression could turn out the party in power. 
Conversely, the problem is whether the reigning Ad- 
ministration—Mr. Roosevelt’s—must rush to the aid of 
private business and industry in order to retain its grip 
on the government. Must he supply jobs and security 
and happiness to Tom, Dick and Harry in order to 
escape electoral condemnation either for himself or for 
his presidential heir? 


Times Have Changed 


The answer, believe it or not, is a mocking “No.” If 
business men and industrialists—Tom Girdler and Wen- 
dell Willkie, for instance—are holding back from union- 
ization or registration with the S E C in the hope that 
bad times will drive their enemies from Washington, 
they are due for a disappointment. They may not relish 
the prediction, but it’s a truth which they might as well 
know now as later. 
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Times have changed. In the good old days, when an 
Administration could not check adverse economic forces 
such as those which paralyzed the nation in 1893 and 
1929, the party in power threw up its hands and tossed 
the sponge of surrender into the ring. They recognized 
and bowed to the handwriting on the economic wall, 
although they didn’t admit it until the ballots had been 
counted. 

But in their hearts Grover Cleveland and Herbert 
Hoover realized that forces beyond their control— 
hunger, unemployment, human suffering—had doomed 
them as individuals and as representatives of a great 
party. Indeed, there was a touch of the chivalric in 
the resignation which they exhibited. Like political 
sportsmen, they recognized that they had failed in their 
primary responsibility—the preservation of economic 
security for the great masses—and they walked off the 
stage in accord with the law of economic and political 
predestination. But it’s different now. 


Psychological Factors 


Forgetting for the moment the obvious fact that Mr. 
Roosevelt can and will spend billions to feed and clothe 
the unemployed should he, and his, encounter a depres- 
sion two years hence, let us examine a few psychological 
factors which most people never note. In pre-Roosevelt 
days -the boss of a factory was wont to mingle with his 
men; they looked to him for advice. And if they hap- 
pened to talk politics at election time, he naturally 
expressed his beliefs. 

Perhaps he told them, as he certainly would in 1938 
and 1940, that certain governmental policies were cut- 
ting his profits and forcing a reduction in their wages. 
Maybe he would deplore the Green-Lewis strife, the 
cost and the turmoil of their quarrel for suzerainty over 
American Labor. Maybe he would discreetly suggest 
that things would be better if Mr. Roosevelt’s gang were 
driven out of Washington, if the National Labor Rela- 
tions Act were amended to make it less lopsided, if the 
Corcorans and Jacksons and Ickeses were sent back 
where they came from. 

I don’t know, but if I were an employer, and if my 
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men came to me for advice next fall or in 1940, these 
area few of the grouses I would get off my chest. And 

‘in those so-called good old days the views of the boss 

' would carry some weight; they would—and in the old 
days they did—influence millions of votes. 

But suppose an employer relieves himself of such ideas 
in the first week of November, or in the first few days 
of November, 1940. First thing he knows, he would be 
dragged before the National Labor Relations Board to 
explain why he is sabotaging the Administration’s pro- 
gram for more friendly relations between employers and 
employees. Or the loans which Jesse Jones has extended 
to him may be called on the theory that the govern- 
ment needs the money. Or he may be hauled before 
the Social Security Board to explain why his reports on 
taxes and salaries do not conform to Regulation X. If 
you think these suggestions are fanciful, you are mis- 
taken. All these crackdowns—and many others—have 
been imposed even in a period when there is no election. 

What does it mean, politically? It means this, though 
few seem to grasp it: Namely, that the men who hand 
out jobs and declare dividends and keep the economic 
machine in operation are reduced to silence and im- 
potence insofar as they can affect political opinion. 
Under this system Mark Hanna would have been sent 
to the hoosegow for inspiring the full dinner-pail cam- 
paign that helped to elect William McKinley. Con- 
structive, political criticism by men who have money at 
stake has been—and 1940 will prove it—effectively 
stifled and suppressed by the enactment of laws which 
seems innocuous but which, in reality, have the poison 
of a statesmanlike serpent’s fang. Meanwhile, no such 
censorship shuts the lips of such baiters of business as 
Harold Ickes and “Bob” Jackson. 

For its perpetuation in power it is obvious that the 
Roosevelt Administration depends upon the one-third 
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of the populace which, is ill-housed, ill-fed, ill-clad. It 
is to them that Messrs. Ickes and Jackson, whether they 
realize it or not (they probably don’t) directed their 
recent attack on private business and industry as the 
marplotting causes of the present recession. But what 
not even the heavy-lunged orators sense is that they 
got their message across where it counts. The average 
man on the street—and he wins elections—believes sin- 
cerely that Wall Street has deliberately conspired to 
stage a depression for the sole purpose of discrediting 
Mr. Roosevelt. 

Otherwise, in the face of increasing unemployment 
and repeated reverses on Capitol Hill, how explain the 
fact that the President’s popularity, according to the 
Gallup poll, has dropped by less than 2 per cent since his 
re-election. The man in the White House—and business 
must dish its prejudices in face of the facts—is still a 
minor god with the masses of voters, and they are the 
ones who count. The anti-Roosevelt fellows play golf 
on Election Day. 

So far, however, the arguments for re-election of Mr. 
Roosevelt or a man of his stripe have been largely tech- 
nical, though compelling. Now, let’s get down to the 
real business of demonstrating how the New Deal can 
be re-enthroned even in the teeth of an adverse economic 
wind. The answer, stripped of all political folderol, is 


public money strewn with a lavish hand in the name of 
governmental charity, though ofttimes paraphrased as 



















Wide World Photo 


The President "receives" the Press. 


a means for preserving consumers’ purchasing power. 
But by whatever name you call it, it means political 
patronage-pressure—prosperity. And F. D. R. is a 
master at the game of combining economics and polities. 

It is obviously impossible to enumerate the number 
of people living off Rooseveltian bounty, but a minimum 
estimate at the present moment is 5,000,000. That in- 
cludes 1,000,000 government employees, Harry Hopkins’ 
2,000,000-plus beneficiaries, recipients of A A A checks, 
R F C borrowers, and folks who bless Roosevelt for their 
old age pensions and unemployment insurance checks. 
These 5,000,000 people represent the “Old Guard” of the 
Roosevelt Administration, people who will die rather 
than vote for an anti-New Deal ticket in any guise— 
Republican or Coalition or Conservative Democrat. 

When you realize that these 5,000,000 thank-you folks 
probably represent 15,000,0000 voters—friends and rela- 
tives—it is obvious that Mr. Roosevelt or his political 
boy friend in 1940 will start out with more than one- 
third of the voting populace on his side. Add to this 
total the millions of southerners who will cast their ballot 
for any kind of a Democrat, and you are mighty close 
to a majority of the electorate. In fact, you are figur- 
ing up the vote which almost any Rooseveltian will get, 
depression or no depression. 

It’s quite possible, however, that with 45,000,000 
people voting in 1940, and with 10,000,000 out of work, 
the ragtail-bobtail army of Rooseveltians may compose 
a minority, especially if the G O P, though it doesn’t seem 
likely now, presents a formidable opponent. Even so, the 
political answer wouldn’t stump a kindergartener in the 
Roosevelt-Farley school built with P W A funds. Their 
strategy would be to place more people in reilef, to place 
more folks under obligation. 

Now, what does all this mean to business and indus- 
try? It means that the New Dealers, present and future, 
can probably win through the sheer pressure of public 
funds. You can’t beat the United States Treasury! 

The consciousness of the strength of this golden armor 
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undoubtedly accounts, in part. 
for Mr. Roosevelt’s surprising 
behavior these days—for his do. 
nothing policy, for his compara. 
tive moderation in word and 
deed, for the censorship he has 
clamped on the heady orator; 
who had been stirring up such 
a violent wind. He may figure 
that he will fare better now and 
next fall if he goes before the 
people as a man of peace rather 
than war—that his luck and the 
Treasury will hold against al] 
comers. Why become excited 
when you have a mortgage on 
the electorate? 

There are other cogent reasons 
for his present attitude, some 
political, some personal. It’s 
quite possible that, having 
pressed radical reforms for five 
years and boosted the public 
debt by billions, he feels that 
there are no more tricks in the 
bag. In recent months he has shown a striking contrast 
to the Roosevelt of 1933-1934. Then he accepted almost 
every magical memorandum dumped on his desk, where- 
as now he discards or pigeonholes them. 

There is also Congress to consider. Even supposing 
that he pulled a brood of new rabbits out of the hat, he 
realizes that his own partisans would cram them right 
back where they came from. The anti-reform mood on 
Capitol Hill is not favorable to any more Roosevelt revo- 
lutions. It becomes increasingly probable that the legis- 
lators will enact a tax bill—sharply modified in the 
Senate in the interest of business needs—pass appropria- 
tions bills reduced even below the budget’s figures and 
walk out. In view of such an attitude, Mr. Roosevelt 
would expose himself to another series of rebuffs were 
he to bring forth any more bright ideas. 

The show which Bernard M. Baruch recently staged 
before the Byrnes Committee furnished the tipoff on how 
the lawmakers feel. Indeed, the more the White House 
scouts ascertain the details of this curious incident, the 
angrier they become. Privately they characterize it as 
a conspiracy to drive the President far to the right and 
to keep him hitched there. 

The snowy-haired New Yorker simply repeated before 
the committee what he has been saying privately to his 
senatorial pals—Vice-President Garner, Mr. Byrnes, Pat 
Harrison and other old-fashioned Democrats. It is the 
realization of the Senators’ advance knowledge of his 
critical views that irks the White House. Not only had 
the Byrnes-Harrison-Garner faction been forewarned of 
the force of the Baruch blast; they afforded him plenty 
of time in which to prepare a calm but penetrating 
analysis of Administration policies assailed by Demo- 
cratic conservatives as undermining confidence and re- 
tarding recovery. The President’s friends, in the light 
of these circumstances, can hardly be blamed for scent- 
ing a frameup. 

What the conspirators really did was to publicize 
for the record the same (Please turn to page 741) 
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Today and A Year Ago 


A Hopeful Contrast 


BY WARD GATES 


March, 1937 


Business activity per capita was at nearly 100 per 
cent of the 1923-1925 average, after four years of 
irregular recovery. 

Index of 330 common stocks reached high of 122, 
after two-year advance of 78 points. 

The trend of the bond market had turned down- 
ward, reflecting deflationary change in Federal 
credit policy. 

Brokers’ loans reached a high of $1,071,000,000; 
commercial loans were increasing; bank invest- 
ments declining. 

Tue MaGazine or WALL Srreetr’s Raw Material 
Spot Price Index reached high of 94, representing 
27-point advance in fifteen months. 

The Administration was worried about the advance 
in commodities and in the stock market, and was 
talking it down. 

The required margin on speculative accounts was 
55 per cent of market price. 

Steel operations climbed to a peak at 89 per cent of 
capacity. 

The costs of construction were rising rapidly. 

Wage rates were increasing at an unprecedented 
pace, resulting in higher operating costs and in- 
creased prices to consumers. 

There was an international speculation in commod- 
ities, and forward buying by business was rapidly 
expanding inventories to dangerous proportions. 

There were numerous strikes, and the efficiency and 
discipline of labor were declining. 

Investment trusts were virtually 100 per cent in- 
vested. 

The Supreme Court packing bill and the wage-hour 
bill held the spotlight at Washington and ap- 
peared likely to be adopted. 

British investors and speculators were highly bullish 
on American equities. 

The international capital movement was toward 
New York. 

Fears of a general European war were increasing as 
diplomatic tension mounted. 
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March, 1938 


Per capita business activity down to 68 per cent of 
1923-1925 average, after one of fastest slumps on 
record. 

Index of 330 common stocks at 59, after maximum 
decline of 68 points. 


The bond market has held above January low for 
about six weeks, with investment sentiment more 
hopeful. 

Brokers’ loans are only $578,000,000; commercial 
loans declining; bank investments tending to- 
ward slight increase. 

Tue Macazine or WALL Street’s Raw Material 
Spot Price Index stands around 63, after maxi- 
mum drop of 30 points in eleven months. 

The Administration is very glad to see rallies in 
commodities and stocks; and would like to see 
more before next November. 

The margin required on speculative accounts is only 
40 per cent. 

Steel operations are at only 30 per cent of capacity. 

Costs of construction are tending to decline. 

There is a tendency toward moderate wage reduc- 
tions and price shading in many consumer goods. 

Buying of commodities by both business men and 
speculators is cautious, with main emphasis on 
inventory reduction. 

Strikes are few and the efficiency and discipline of 
labor are increasing. 

Investment trusts are more liquid, with substantial 
cash reserves. 

Reform legislation increasingly unpopular in Con- 
gress; and there is promise of constructive tax 
revisions. 

Foreign interest in American stocks has dwindled 
to very slight proportions. 

International capital movement is away from New 
York. 

Hope for a negotiated European settlement appears 
to be increasing. 
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Few things that government could do 


to help recovery are as important as 


the tax revision now before Congress. 


What the Tax Bill 


Means to Business 


BY M. L. 


Wraex it is finally born, the tax law, now in the labor- 
pain stage, will be a better law for business than the 
present law. But “better” is a relative term. The pres- 
ent law is so bad for business and in such important 
respects that the proposed changes are not sufficient in 
scope to create enthusiasm and buoy up _ business 
sentiment. 

Yet, it is safe to say that the proposals in their present 
form represent the very minimum that this Congress is 
likely to do for business along tax-easing lines. The 
Senate viewpoint is sure to be somewhat more pro- 
business. And the Senate has not yet had the last word 
on this bill. 

While the new tax bill is most voluminous and makes 
numerous changes, only a handful of them are really of 
prime importance to business. Among these are: 

1. A significant readjustment of the undistributed 
profits tax. 

2. An increase in corporate normal tax rates. 

3. A new kind of surtax to be imposed on certain 
closely held or family companies (often referred to as 
“the third basket” tax) . 

4. A modification in the treatment of capital gains 
and losses. 

5. A change in the treatment of worthless securities. 


The Undistributed Profits Tax 


The present undistributed profits tax will be all but 
repealed. It is now a sort of penalty surtax ranging 
from 7 per cent to 27 per cent and imposed upon that 
part of a corporation’s current net income which it fails 
to currently distribute. Under the proposed law, all cor- 
porations whose net income is not over $25,000 will be 
entirely exempt from this tax. Corporations having net 
incomes over $25,000 will, in effect, be paying an addi- 
tional tax of 4 per cent upon that part of the net 
income which they fail to distribute. This rearrange- 


ment will eliminate about 90 per cent of all corpora- 
tions from the undistributed profits tax and ease up 
considerably on the remaining 10 per cent who have 
about 90 per cent of the taxable income. 
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But the very idea of retaining the tax in any form is 
repulsive to business and harmful to confidence. Once 
the principle of the tax is permitted to become perma- 
nently embedded in our tax laws, business knows intu:- 
tively that the tax will grow in size and importance from 
year to year, tending more and more to destroy the very 
profits it seeks to tax. 


Increase in Corporation Normal Tax 


Easing up on the undistributed profits tax will not 
mean that less tax will be collected from corporations 
generally. On the contrary, most corporations pay more 
tax under the proposed Jaw than at present. Corpora- 
tion normal tax rates have been stepped up so as to 
make up for the loss of revenue from the present undis- 
tributed profits tax, and the tax now collected from 
stockholders on abnormal dividends which they will no 
longer receive. 

The present effective rate of the corporation normal 
tax on a $25,000 net income is 11.6 per cent. Under the 
proposed law, it will be 14.1 per cent. This means about 
a 20 per cent increase in normal tax to the smaller cor- 
porations. Larger corporations, under the bill, are sub- 
ject to a flat normal tax of 20 per cent in lieu of the 
present graduated normal tax rates ranging from 8 per 
cent to 15 per cent. The following is a comparison of 
normal tax rates under the present and proposed laws: 


—Normal tar— 


Portion of net income Present Proposed 
First $2,000 8% 1214% 
$ 2,000 to $ 5,000... 11% 1214% 
5,000 to 15,000 11% 14 % 
15,000 to 20,000.... 13% 14 & 
20,000 to 25,000.... 13% 16 % 
25,000 to 40,000. . 13% 20 % 
Over $40,000... 15% 20 % 


Under the new law, however, the maximum normal 
tax rate would be reduced from 20 per cent to 16 per cent 
if all of the income were distributed. If only half of the 
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income were distributed, the rate would be 18 per cent. 


The rate would thus range between 16 per cent and 
a) per cent, depending upon the percentage of the year’s 
income distributed. 


Capital Gains and Losses 


Speaking generally, capital gains and losses are such 
gains and losses as result from the sale of property, other 
than property of an inventory nature employed in a 
trade or business. These are, at the present time, and 
would under the proposed law, be segregated from ordi- 
nary gains and losses for special treatment. But not the 
same amount of gain or loss now recognized would be 
recognized for tax purposes under the new law. 

The following is a comparison of the percentages of 
gain or loss that are now recognized as against those 
proposed. In both cases, the criterion is the length of 
time the property was held prior to sale. 


Time Held Present Proposed 
1 year or less 100% 100% 
1 year and 1 day 80% 100% 
2 years and 1 day 60% 76% 
3 years and 1 day 60% 647; 
4 years and 1 day 60% 52% 
5 years and 1 day 40% 40% 
10 years or more 30% 407, 


The present law makes these step-down changes in 
four abrupt steps during a ten-year period of ownership. 
The new law would make them more gradually, using 
forty-eight step-down changes in a five-year period of 
ownership. But, quite evidently, the new law proposes 
to recognize, for tax purposes, a greater amount of the 
capital gain or loss than does the present law. As com- 
pensation for these increased percentages of taxable gain, 
the new law would stop at a 40 per cent tax rate on the 
amount of gain recognized from the sale of property or 
securities held more than one year prior to sale. 

So that, to those whose tax rates do not reach 40 per 
cent, the new arrangement would be a distinct detriment 
as compared with the present law. In cases where income 
runs into tax brackets higher than 40 per cent, the change 
would be to the taxpayers’ advantage, were they per- 
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mitted full deduction of capital losses. This, however, 
is denied them. Furthermore, the new law would 
make it more difficult than it is now to offset all capital 
losses against gains, even if such gains and losses take 
place in the same year and are thus fully offsettable 
against each other under the present law. For it is pro- 
posed hereafter to “quarantine” short term losses—that 
is, losses from sale of property held for a year or less— 
and to make them deductible only from short term 
gains, and from nothing else. The only offsetting bene- 
fit to the taxpayer is a rather limited provision for a 
one year loss carry-over. 





How It Would Work 


Today, if a man has sold securities held for more than 
one year and realizes a loss of say, $12,500, but during 
the same year sells other securities, held for one year or 
less, and realizes a gain of say, $10,000, he is permitted 
to offset 80 per cent of the loss ($10,000) against 100 per 
cent of the gain (also $10,000), thus paying no tax on 
the combined transactions. Under the proposed law, he 
would be required to pay a tax on the $10,000 gain, but 
would not be permitted to deduct more than $2,000 of 
the $12,500 loss. The present law, under any circum- 
stances, allows a net $2,000 loss as a deduction from 
other taxable income. The new law would limit this 
deduction to losses resulting from sale of property held 
more than one year. 

It should thus be clear that while a 40 per cent tax 
limit on recognized capital gains, other than short-term 
gains, sounds good as compared to the present top- 
bracket rates, the basic objection to the present treat- 
ment of capital gains and losses, namely that it dis- 
courages investment and that it offers no incentive for 
the risk of capital, will remain as effectively true under 
the proposed law as it is under the present law. 

Profit for enterprise capital must be figured over a 
period of years in which both gains and losses are con- 
sidered. The net gain is what the investor is after. 


Measured by this reasonable, as well as practical, yard- 
stick, it is not infrequent under the present law, as 
would also be true under the new law, for a man, over a 
period of years, to pay away in income taxes 100 per cent 
of his net gains. If the present (Please turn to page 742) 


From left to right: Representative Robert L. Doughton, Chairman of House Ways & Means Committee; Representative Fred N. 
Vinson, Chairman of the Sub-Committee; Senators Pat Harrison and Samuel W. King of the Senate Finance Committee. 
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Only Modest Building Revival in Sish 


Some Upturn Expected this 
Spring, But Rising Purchas- 
ing Power and Business 
Confidence Are Necessary 
Before Huge Shortage Is 
Reduced 


BY J.S. McCORD 


j reasons why the New Deal is 
pinning its recovery hopes to a major 
degree on construction are obvious. It 
is in this field that the revival of 1935- 
1937 proved most inadequate. It is here 
that the social need is greatest. It is 
here that the possibilities of re-employment and of 
economic stimulation are maximum. 

Briefly summarized, the Government’s program, which 
puts emphasis predominantly on residential construction, 
is as follows: 

1. It has set up the United States Housing Authority. 
with power to issue $500,000,000 of Government-guaran- 
teed securities to finance 60-year loans, at low rates of 
interest, to housing agencies established by state or local 
governments. This is subsidized public housing, in part 
“slum clearance.” At best, this venture will be slow in 
fruition. In no single year—and certainly not this year— 
will it represent more than a modest contribution to the 
total of construction. 

2. The insurable limit on F H A residential mortgage 
loans of less than $6,000 has been raised from 80 per cent 
to 90 per cent; combined interest and service charges on 
such loans have been reduced to 5 per cent; the insurable 
limit on multiple-family houses has been raised from 
816.000 to $200,000, and to $5.000,000 for limited divi- 
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dend companies. In effect, a margin of public credit is 
made to cover a percentage of loss that may be faced by 
a much larger body of private credit. In object, the 
FHA changes are designed to make home ownership 
more attractive to the average individual. 

3. The President has tried to “talk down” the costs of 
building, appealing to building labor and to manufactur. 
ers of building materials to “co-operate.” All official 
statements relating to this problem amount to an expres 
sion of what Washington would like to see happen, rather 
than any outline of specific corrective measures. There 
has been a modest decline in building costs during recent 
months, probably brought about more by the pressure of 
the present depression than by anything Mr. Roosevelt 
has said or done. 

It is, of course, the hope of the Administration thal 
the eased terms on F H A mortgages will promptly make 
the idea of home ownership compellingly attractive to 
large numbers of families in the medium and low income 
classes. that the resultant stimulation of residential 
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building will begin to be felt this spring, and that such 
activity will contribute importantly to the cause of eco- 
nomic recovery this year. Before attempting to examine 
such factual basis as this hope has, it will be helpful to 
sketch a broad outline of the construction picture in 
ierms of simple statistics. 

In the construction boom of 1925-1929, total awards 
in the 37 states east of the Rockies averaged $6,213,000,- 
00a year. Residential construction in that period aver- 
aged $2,539,000,000 or approximately 40 per cent of the 
total. For 1937, residential awards were about 31 per 
cent of the total. Estimated figures for February, 1938, 
place residential at about 32 per cent of the total. 

Public works and utilities averaged $1,341,000,000 a 
year in the 1925-1929 period, or about 21 per cent of total 
construction. Last year this classification, due entirely 
to public works, was about 30 per cent of total building. 
In February, 1938, it probably accounted for 28 per cent 
of the total. 

All other construction, including commercial] and _ in- 
dustrial, averaged $2,333,000,000 a year in 1925-1929, or 
$7 per cent of the total. In 1937 it was 39 per cent of the 
total. For February it may be estimated at 40 per cent 
of the total. 

For 1937 all kinds of building amounted to 44 per cent 
of that of 1928, which was the peak year. For July, 1937 
—peak month of the New Deal recovery in construction 
—volume was at a rate equal to 57 per cent of the 
monthly average of 1928. In February total awards were 
down to 23 per cent of the 1928 monthly average and 
only 25 per cent above the ronthly average for the low 
year 1933. Residential building in 1937 was 32 per cent 
of its 1928 total and in its best month—April—was 46 
per cent of the 1928 monthly average, while the February 
total was around 18 per cent of the 1928 monthly aver- 
age. 
Public works and utilities in 1937 totalled 52 per cent 
of previous peak year, which was 1930; in the highest 
month of 1937—July—equalled 74 per cent of the 1930 
monthly average; and in February, 1938, amounted to 26 
per cent of the 1930 monthly average. All other forms 
of building last year amounted to 48 per cent of 1928 
peak total, and in February equalled 26 
per cent of 1928 monthly average. 





trial and commercial building accounts for more than 
half—made a relatively favorable showing. Indeed, in- 
dustrial building last year equalled 57 per cent of its 
record 1929 volume and in its peak month of 1937— 
which was July—it virtually equalled all time monthly 
high of July, 1929. This without benefit of F H A or 
direct New Deal subsidy. Percentage decline from 1937 
high has been less in “all other building” than in residen- 
tial class or public works and utilities. 

The lesson that the writer reads from this is that eco- 
nomic factors will continue to exercise a far greater 
influence upon construction—including residential build- 
ing—than will Government subsidies, or Government in- 
surance of extremely liberal mortgages or Government 
planning in general. 

We read in the newspapers that by mid-February 150 
lending institutions had filed applications with the FH A 
to participate in the new program and that, according to 
FHA officials, the enthusiasm of these institutions “is 
rather remarkable.” From various cities have come 
news reports of rapidly increasing applications for mort- 
gage loans under the new program, and predictions of 
lending institutions and mortgage brokers that such 
loans will “touch off a large volume of building.” 

The Security First National Bank of Los Angeles 
states that adoption of the new F H A measure brought 
record total of applications for real estate loans; that 
first ten loans actually made were for an average of 
$3,170 as compared with previous average of $4,500 and 
that down payments on these ten loans averaged $610 
or nearly 20 per cent of loans. Occidental Life Insurance 
Company, also at Los Angeles, reports “unprecedented” 
increase in loan-applications both under 80 per cent and 
90 per cent F H A categories. 

At San Francisco the president of Bank of America re- 
ported a “substantial” increase in loan applications, but 
with only a minority of applicants seeking either 90 per 
cent loans or maximum amortization of twenty-five 
years. In the same city the American Trust Company 
reported “‘a decided interest in 90 per cent loans.” 

Favorable reaction to the new FHA drive was also 
noted on the part of the Union (Please turn to page 734) 
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UNITED FRUIT'S EMPIRE 


Banana acreage ........... 99,934 Miles of railway owned...... 1,457 
Sugar acreage ............. 95,257 aaipe sea wae, 

American Service ......... 57 
Cacao acreage ............ 58,980 European Service ......... 28 
698 


Bananas 
Pay the 
Dividends 


United Fruit Has Both Enviable 
Record and Promising Prospect 


BY J. C. CLIFFORD 


To grow a perishable, tropical fruit on an 
enormous scale and market it at a profit in a 
temperate clime is no mean achievement. 
This is, however, the business of the United 
Fruit Co. It has been growing bananas in 
Central America and selling them in the 
United States, Canada and elsewhere without 
a consolidated loss since its formation in 1899. 

It is not a simple business: indeed, it has 
led to complications and sidelines of which 
the layman would never dream. First of all 
the bananas have to be grown. This entails the 
buying or leasing of some jungle waste and 
clearing it. There are questions of labor 
supply, of negotiations with governments 
notorious for instability. All kinds of tropical 
diseases have to be fought and guarded 
against. Even the banana trees themselves 
are subject to disease and in some instances 
when a plantation has become badly infected 
the only remedy is abandonment. Then it so 
happens that where bananas are grown there 
are also at times hurricanes and in a few hours 
every mature tree on thousands of acres of 
land may be a total loss. 

United Fruit tackles its production prob- 
lems with a characteristic thoroughness. 
Bananas are raised in Colombia, Costa Rica, 
Guatemala, Honduras, Jamaica and Panama 
—a territorial diversification which safeguards 
the supply whether it be threatened by labor 
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+ look into the possibilities of other tropical crops. 











trouble, revolution, or destruction by nature herself. 
Experimental stations and laboratories are maintained 
whose business it is to delve into the banana, its habitat, 
to search out the vulnerable points of its enemies and to 
For 
the fight against diseases affecting its personnel the com- 
pany is armed with eight hospitals and these, coupled 
with such precautions as screened houses and the treat- 


| ment of water, have made field employment with the 


United Fruit Co. an occupation of no particular hazard. 

If it is not easy to grow bananas, it is even more 
dificult to transport and market them. Although they 
are cut green, they cannot be cut too green, for then it 
will be impossible to obtain proper development. It is 
even more disastrous to cut them too nearly ripe, for 
in this case they will be black when they arrive at their 
destination. United Fruit first sees that the bananas are 
cut at as nearly the right time as possible for the par- 
ticular destination intended and it achieves this by com- 
munication via its own comprehensive system of radio 
stations. 

Having cut the bananas at the right time and moved 
them carefully to the seaboard, any stems of inferior 
fruit are rejected before loading on the ship. These 
banana ships are United Fruit’s own and the company 
is justly proud of its “Great White Fleet.” At the end of 
last year there were fifty-seven ships in the American 
service with a total gross tonnage of 238,126 and twenty- 
eight ships in the European service with a total gross 
tonnage of 156,582. In addition, nine ships were being 
chartered from other companies. 

The bananas have to be stowed with care and main- 
tamed at a moderate temperature aboard ship. They 
also require plenty of fresh air. United Fruit’s larger 
ships are refrigerated, although on no account must the 
bananas be frozen. On the smaller and older ships com- 
plicated ventilating systems give results which appear 
to be perfectly satisfactory and at a cost probably 
considerably lower than mechanical re- 
frigeration. 

Arrived at their destination, should 
it be the United States, the bananas be- 
come the care of the Fruit Dispatch Co., 
the subsidiary which acts as distribut- 
ing agent for United Fruit. Some of 
the fruit is sold at the port of entry as 
“ripes” and at a discount from the regu- 
lar market price, some is delivered to job- 
bers who have already contracted for it, 
while some is auctioned off at the port. 

In brief outline, such is the main busi- 
ness of the United Fruit Co. Let us 
glance now at some of the other fields 
to which it has led. Many years ago 
the company acquired a large acreage 
of land in Cuba on which it was in- 
tended to grow bananas. Indeed, the 
fruit was grown at first. However, for 
the past thirty years or more United 
Fruit has concentrated upon producing 
sugar on its Cuban lands—a venture 
which is now passing through the un- 
happy part of the cycle, what with low 
prices and the restrictions imposed by 
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the Cuban Government. For last year the company 
completed its raw sugar quota of 830,447 bags and 
4,730,269 gallons of blackstrap molasses and when this 
was done it obtained permission to grind additional cane 
from which there was produced 23,559,007 gallons of 
inverted molasses. A subsidiary, the Revere Sugar Re- 
finery, has a modern plant near Boston with a capacity 
of 1,500,000 pounds of sugar a day, and it is to there 
that United Fruit ships what raw sugar it can under 
the quota. 

No outsider knows how much money United Fruit 
inakes or loses on its sugar. One may suspect, however, 
a loss under present conditions and if this be the case 
a stockholder may console himself with the thought that 
the state of the Cuban producer of sugar is still so poor 
that it is unlikely to grow very much worse, particularly 
now that the island is guaranteed a portion of the Amer- 
ican market under the Jones-Costigan Act. In other 
words, the adverse effects of sugar operations on United 
Fruit’s earnings have been about as bad as they are 
likely to be and any fundamental change from this point 
could hardly be other than favorable. 

In an effort to find some crop which could be grown 
profitably on worn-out banana lands the United Fruit 
Co. turned to the cultivation of cacao. From this there 
comes cocoa, chocolate and the liqueur, creme de cacao. 
The company makes no mention of how much cacao it 
produced last year, nor whether this sideline had at last 
regained a profitable status; but in connection with the 
operations for 1936 it was said that cacao crops showed 
favorable increases and production was sold under bet- 
ter market conditions than have prevailed for some 
years. An outsider may note, however, that at the be- 
ginning of 1937 cacao was selling well above probable 
costs of production, but that it subsequently had a pre- 
cipitous drop and that at current prices around six cents 
a pound it is hardly at a remunerative level. 

In addition to bananas, sugar and cacao, the agricul- 
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tural activities of the United Fruit Co. extend in a 
modest way to coconuts and a number of miscellaneous 
products. It also maintains an extensive area in pasture. 
for the company’s cattle number more than 18,000 ani- 
mals and horses and mules more than 13,000. 

Just to make certain that the immense scale on which 
the United Fruit Co. operates will be appreciated, here 
are a few bare facts. At the end of last year there were 
100,000 acres in bananas, about five per cent less than 
this in sugar, about 59,000 acres in cacao. In all, United 
Fruit has 414,000 acres of improved land, by far the 
greater part of which is owned. Unimproved acreage, 
also virtually all owned, totals 2,809,000 acres, giving a 
grand total for improved and unimproved acreage of 
3,223,257. The state of Rhode Island contains about 
800,000 acres and Delaware roughly 1,500,000. 

United Fruit owns and operates nearly 1,500 miles of 
railways and 424 miles of tramway. For others it oper- 
ates an additional 1,761 miles of railway. In this coun- 
try the Bangor & Aroostock is a system of some 600 
miles and the Maine Central one of about 1,000 miles. 

Just as the growing of bananas leads to sidelines so 
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"Central." 


Delivering sugar cane to 


does the transportation of bananas lead to activities 
apart from the main business. Primarily, United Fruit 
ran its fleet of 94 ships last year for the purpose of 
transporting 58,000,000 stems of bananas—most of which 
it produced itself, although it is a big buyer from out. 
side planters, too. One does not, however, run as many 
ships at this without making serious attempts to obtain 
cargo outward bound. Last year the company trans 
ported 1,066,758 tons of general cargo and 46,310 pas. 
sengers. Nor, these days, does one generally run any 
kind of ship without having dealings of some kind with 
the United States Government. Prior to June 30, 1937. 
United Fruit held two mail contracts, the revenues from 
which, together with the revenues derived from general 
cargo and passengers, helped to reduce the overhead on 
the transportation of bananas. Under the Merchant 
Marine Act of 1936, however, these were cancelled, al- 
though normally one would not have expired until 1940 
and the other not until 1942. Unable to arrive at a sat- 
isfactory settlement with the United States Maritime 
Commission, suit has been filed with the Court of Claims. 
This whole vast business—a business predicated op 
bananas, but which has led to the 
investment of enormous sums of 
money into sidelines some of which 
are profitable and some of which are 
not—is owned by those who hold 
the company’s common stock. United 
Fruit has issued 2,925,000 shares of 
no-par value common and of thes 
it owns itself 28,400 shares. The 
only other liability of a capital na- 
ture is represented by certain serial 
notes in the amount of about $7,000. 
000 which are due the United State: 
Government on the construction of 

mail ships. 

Last year, bananas and their sat- 
ellite enterprises yielded a consoli- 
dated net income of $11,817,128. 
after depreciation, interest, taxes 
and other charges. This was equiv- 
alent to $4.04 a share on the issued 
common stock and compared with 
$4.84 a share in the previous year 
So well did the company estimalt 
its income for 1937 that, after pay- 
ing common dividends of $4 a share. 
the amount set aside for the tax on 
undistributed profits was only $352 
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It will be remembered that in 1932 United 
Fruit wrote down its property accounts by 
gme $51,000,000, more than $40,000,000 of 
the write-down being charged to surplus. 

Substantial sums also were written off to 
urplus in the two preceding years. This has 
had the effect of lessening depreciation 
charges applicable to subsequent accounting 
periods—the difference being about $4,000,- 

00 annually, or $1.40 a share of common 
stock. 

United Fruit’s balance sheet as of the end 
of last year was the usual one of exceptional 
fnancial strength, reflecting the conserva- 
tive policies of its management. Current 
assets totaled $60,600,000, of which more 
than $45,000,000 was in the form of cash 
and United States Government and other 
marketable securities. The company is pecu- 
liar in as much as it carries the greater part 
of its own insurance and for this purpose 
has set aside in an Insurance Fund $11,750,- 

00 of United States Government and Brit- 

ish Government securities. The market 

value of the Insurance Fund at the end of 

last year was $12,585,000 and it is not included in the 
current assets above. 

Although United Fruit was born in Boston and for 
years existed strictly in the conservative New England 
tradition, it fell upon evil days in the early thirties, the 
result being a violent upheaval in the company’s man- 
agement. For the circumstances leading up to this up- 
heaval it is necessary to go back a good many years. 
[n 1910, having started as a buyer of bananas supplied 
by the United Fruit Co., Samuel Zemurray who entered 
the United States as a boy immigrant, formed the 
Cuyamel Fruit Co. Engaged in shipping bananas from 
Honduras to southern ports in the United States, the 
new corporation started modestly but grew apace. It 
has been estimated that in 1930 Cuyamel was doing as 


Packing bananas to the railway. 


much as 15 per cent of the banana business in this coun- 
try while United Fruit had about 50 per cent of the 
market. Whatever the ratio between the two businesses, 
Cuyamel evidently had become a force to be reckoned 
with and United decided upon the absorption method 
of meeting competition. In 1930, for 300,000 shares of 
stock exchanged share-for-share, United Fruit acquired 
Cuyamel Fruit. Mr. Zemurray then retired, only to 
emerge two years later for the purpose of protecting 
his investment, an objective he achieved by having him- 
self elected president of the combined enterprises, the 
position he holds today. 

The intricacies of United Fruit’s business are such 
that any outsider considering investing his money in it 
will lay great store in the (Please turn to page 742) 
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Companies Affected 


by New Farm Legislation 


Some Industries Will Be Benefited, Others 
Unfavorably Affected 


BY GEORGE W. MATHIS 


j wn farm bill recently enacted is one of the most com- 
plex and far-reaching measures ever undertaken by the 
United States Government. The average mdividual— 
although it may to some extent affect his cost of living 
—would no more think of directing his mind to its in- 
tricacies than he would attempt to wade into the Ein- 
stein theory of relativity. The average investor or spec- 
ulator will say: “It doesn’t concern me.” Yet it does 
affect a considerable number of corporations. 

All will concede, in an abstract way, that farm pro- 
duction, farm prices and farm income are important 
elements in our economy, although normally less than 
15 per cent of the total national income originates di- 
rectly out of farm output. Specifically, however, more 
than fifty corporations, with securities listed on the 
New York Stock Exchange, are at all times more or 
less directly affected by variations in farm income or 
farm prices either because an important proportion of 
their sales are made to farmers or because one or more 
of the raw materials upon which they are dependent 
are of agricultural origin. Due to wide fluctuations to 
which farm prices have always been subject, many of 





these companies have a recurrent inventory problem. 

Therefore many thousands of stockholders, whether 
they know it or not, have a quite specific pocketbook 
interest in the new farm control program. To them 
the writer will say frankly right here that the expert 
does not live who can forecast whethei this program 
will prove successful or what all of its effects will be 
upon the manifold economic relationship subject to its 
influence. 

If that is so, one may ask: “Well, what’s the use of 
talking about it, then?” The answer is that it is cer- 
tainly important in investment and speculation to rec. 
ognize the existence of “tricky” factors because they 
represent aggravated potentiality for misjudgment and 
risk, even though one may not be able to foresee hov § 
they will work out. The greater the number of var:- 
ables affecting the profits of any corporation, the greater 
the risk presented to the investor or speculator. More- 
over, variables may be few but too uncertain for re 
tional forecast—in which case potential risk is also in- 
creased. For example: Can you forecast the future 
output and price trend of cotton seed oil? Can you 

forecast the supply and price trends of lard 








FARM CASH INCOME 


and of soy bean oil? These three commot 
ties compete with each other for the cor- 
sumer’s dollar, and there is an interacting 
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relationship between the supply-demand- 
|+J|/f price factors of all three. 

To cite further examples: Do you know 
why Wesson Oil, contrary to the gener! 
business trend, earned record high profit: 
in 1935 but experienced a marked lowering 













of earnings in both 1936 and 1937? And do 
you know why Corn Products, also cot- 
trary to the general business trend, had al 
operating profit of $7,497,000 in 1933, but 








MILLIONS OF DOLLARS 
yy 
° 





only $5,247,000 in 1934 and only $2,302,000 
in 1935? Do you know why Procter § 
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Gamble, with a notably stable physical vol 
ume of sales, earned only $2,215,000, exclud- 
ing a non-recurring profit, in the fourth 
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ord high profit of $8,198,000 in the 
first quarter of that year? 

In any consideration, individually, 
of a majority of the companies listed 
in the table we publish herewith, 
questions such as these present them- 
selves; and study of the general eco- 
nomic trend will give only partial an- 
swer or no answer at all. Thus, one 
could have observed late in 1935 that 
the business trend was favorable and 
that Wesson Oil was recording new 
peaks of earning power—and that, 
therefore, still better things lay ahead 
for this enterprise. But the stock 
hought then would have been ac- 
quired very close to its bull market 
high. Its trend turned down in 1936 
long before the general market topped 
out. 

Confronting any “special situation” 
involving complex or unfamiliar fac- 
tors, the investor has only three in- 
telligent courses open to him. (1) 
To make a most thorough study of 
all elements of potential risk; (2) to 
seek qualified counsel; or (3) to for- 
get the whole thing and concentrate 
on companies whose outlook presents 
fewer complexities or parallels the general business trend 





Wide World Photos 
A New Mexico farmer getting instruction on keeping his A A A account book. 


more closely. 

Companies whose sales are either importantly or 
wholly dependent upon farm income include the farm 
equipment manufacturers, the leading mail order mer- 
chandise companies and the fertilizer makers. Ob- 
viously, analysis of their prospects presents much less 

“nlex problems than in the case of companies who 

3s agricultural raw materials of volatile price, such 
as cotton, cotton oil, corn or leather. 

The Department of Agriculture farm 


has forecast 





Companies with Some Stake in the New Deal 
Farm Program Include: 


American Tobacco 
Liggett & Myers 
Reynolds Tobacco 
Lorillard 

Wesson Oil 
Archer-Daniels-Midland 
Chickasha Cotton Oil 
Procter & Gamble 
Colgate-Palmolive 
General Foods 
National Biscuit 
United Biscuit 
General Mills 
Pillsbury Flour 
Cream of Wheat 
Hecker Products 
Manhattan Shirt 
Borden 

National Dairy Products 
International Shoe 
Endicott-Johnson 
General Baking 
Ward Baking 

U. S. Leather 


Montgomery Ward 

Sears Roebuck 
Adams-Millis 

Cannon Mills 

Pacific Mills 

Pepperell Manufacturing 
Cluett, Peabody 

Corn Products 

Penick & Ford 

Allied Mills 

Allis Chalmers 
International Harvester 
Deere & Co. 

J. 4. Case 

Oliver Farm 

American Agri. Chemical 
International Agricultural 
Virginia Carolina Chemical 
Armour 

Swift & Co. 

Cudahy Packing 

Wilson & Co. 

American Hide & Leather 
Amalgamated Leather 
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income for the first half of this year at 15 per cent less 
than a year ago. Farm spending, however, depends 
largely on the margin of income over total fixed charges 
and on the exchange ratio of farm prices to prices of 
finished goods. Farm income, in excess of fixed charges. 
will probably be down more than 15 per cent for the first 
half of this year. As to exchange values, average prices 
of mail order goods have been substantially reduced: 
prices of farm machinery have not been. Moreover. 
farm territory sales of the mail order companies are sus- 
tained by large percentage of necessity goods: while 
sales of farm machinery, as of all durable goods. are 
subject to much wider swings. Cash Federal benefits t« 
farmers this vear will not importantly exceed those of 
last vear. 

It is probable that farm sales of the mail order com- 
panies during the first half of this year will show only 
a small decline from a year ago; that the fertilizer com- 
panies will experience a larger decline; and that the 
farm machinery makers will have by far the largest sales 
shrinkage. Conversely, a recovery period would see 
sharpest gains in farm equipment business. From «a 
longer term investment viewpoint—although substan- 
tial recovery of these stock groups from present levels 
is likely—it must be remembered that our farm economy 
was abnormally depressed in 1932 and 1933, that the 
expansion of sales and profits by the mail order. fer- 
tilizer and farm equipment companies in recent vears 
was unusually sharp and that the rate of gain in the 
next recovery cycle will probably be of a much less 
dynamic order. None of these enterprises will actually 
be importantly affected by the new farm program for 
some time to come, since considerable time will be re- 
quired to set it in operation and its beneficial effects 


upon farm prices meanwhile. (Please turn to page 734) 
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Government Policy is the Key 


to Nearby Future for Oils 


BY BARNABAS BRYAN, JR. 


I. THE Department of Justice is to go on confusing 
Destructive Competition with Monopoly, then you 
should sell the oils on all rallies. On the other hand, 
should the Department of Politics call attention to the 
number of votes which are interested in the price of 
crude oil and gasoline, then you should hold the oils and 
buy more on reactions. The prevention of destructive 
competition in the clothing trades has been one of the 
main objectives of Labor; the same attempt in gasoline 
has brought the conviction of honorable men at Madison. 

Destructive Competition in oil is the Twin-sister of 
the “Law of Capture.” When a new “flush” oil field is 
opened up, small owners are tempted to build independ- 
ent refineries to use the oil from 


to restrict their refining operations and buy up that dis- 
tress gasoline which could still find no market at the 
going price. This gave us two years of stable gasoline 

prices and some profit for the average oil company. 
During any period when there is a source of distress 
gasoline, the oil jobber grows accustomed to abnormal 
spreads. He gets easy money. He beats down the price 
of the distress gasoline of the independent refiner and 
sells the gasoline below the market to retailers who use it 
to create price wars. So when the larger companies 
started buying the distress gasoline at the Group 3 price, 
these jobbers were hurt and had to start working for a 
living. Naturally they cried monopoly to the Depart- 
ment of Justice, and that depart- 





their leases. They must sell their 
products in the Tank Car market to 
whoever will buy. If the companies 
which own retail outlets for gasoline 
are also burdened with too much oil, 
then the gasoline of the independent 
refiner becomes a drug on the market 
and is sold at a distress price to oil 
jobbers who use it to bring on price 
wars with which we are all familiar. 
The retail station which sells at more 


The Wisest Course in Oils 


Investors for the long term: 


Hold on 


For the near term: Take 
the sidelines 


ment, ignoring economics and falling 
back on technicalities, brought suit 
and thus contributed notably to the 
present depression. 

Now that the Department of Jus- 
tice has given the “chiseling” gaso- 
line jobber his old supply of distress 
gasoline, the independent refiner is 
complaining that crude oil is too 
high for the price of gasoline and 


many such refiners are shutting 





than a cent below the big company 
station is getting its supply from some such source. 

Now the demoralization of the oil and gasoline mar- 
kets in 1932 and 1933 was based on this type of distress 
oil and gasoline from the great East Texas field. Men 
who had borrowed money with which to drill wells were 
forced to crowd oil into the market at any price in order 
to meet their obligations. And the field had ten thous- 
and owners. 

The control of crude production which we call pro- 
ration was rapidly gaining legal ground, but that was 
not enough. Oil producers sought to beat the State pro- 
duction control by smuggling oil out of the state in 
every possible way. This was the Hot Oil. In order to 
prevent complete insolvency in oil, the Connally hot oil 
law was passed and approved. This law, in connection 
with numerous court cases has made State control of 
crude production a fact and has dried up most of the 
supply of distress gasoline. 

As part of the program of Congress, the Department 
of the Interior and the State governments, the oil com- 
panies which had retail gasoline sales stations undertook 
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down rather than lose more money. 
So the Department has started to study monopoly in 
crude oil prices and is looking about for other points of 
attack such as the Iowa plan. 

All the while oil and gasoline are selling below the 
average of all commodities and below the average raw 
material. Ever since the opening of the prolific new fields 
of Oklahoma in 1926 and 1927, oil has been a depressed 
commodity, one of those which should certainly belong 
to the group which the President says are too low. But 
in all matters of economics and practical business the 
Department of Justice seems to be living way back in 
the Jacksonian age and has not learned that the preven- 
tion of destructive competition does not and never could 
create monopoly. 

A practical solution of these difficulties, which would 
make your oils a good investment and which would be a 
really important factor in lifting us out of the depression 
before election day, would be for the Department of 
Labor to give us a picture of the price history of each of 
the seven hundred odd commodities which make up its 
general average; each commodity compared to the aver- 
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age of all commodities. Then the President could show 
it to the Department of Justice and explain the fact that 
when any commodity is selling below the average, the 
chances are that there is no very wicked monopoly at 
work. He could then tell the department to not pay 
much attention to the groups which are by this measure 
too low and direct its attention to those prices which 
stay put when the average comes down. This would be 
in line with good economics, for the idea is that all prices 
should go up and down together in order to maintain 
purchasing power. 

This would mean that the Department would have to 
go to work or let the monopolists alone. You see when 
business men use the good neighbor policy to avoid cut- 
ting each other's throats by destructive competition, 
they leave finger prints behind and any sort of a lawyer 
can build a case of technicalities. It is the real monop- 
olist who is careful to cover up evidence and who must 
be caught by careful work. Why not try to develop the 
legal thesis that the failure of a price to come down to 
the average is evidence of monopoly because nothing 
less than monopoly can sustain a price against depres- 
sion? 

This legal mixup about who can buy distress gasoline 
and who can’t is the most important factor in determin- 
ing this year’s gasoline price and the resultant oil com- 
pany losses or profits. It thus indicates where the oil 
securities are going from here. If we must be governed 
by the wishes of the chisellers, then the basic tankcar 
gasoline price is likely to average between one and two 
cents per gallon below last year. This means a boom in 
red ink and a further decline in the oil securities this year. 
This could be averted by having all of the independent 
refiners go broke so that there will not be any distress 


gasoline. 





Courtesy Socony-Vacuum Oil Co. 
Propane towers used in the manufacture of gasoline. 
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With all this prelude we are in a position to under- 
stand what a big man means when he says that business 
is fundamentally sound; for the oil industry is funda- 
mentally sound and the real investor’s money is as safe 
in oil securities as in any part of the market. True, 
gasoline stocks have been increasing much too rapidly 
and the industry itself is somewhat dismayed at its own 
inability to control gasoline production. But from the 
standpoint of the investor the important point is when 
the overproduction is conquered and stocks start to 
decline faster than the seasonal rate. When that occurs, 
the low of oil security prices will have passed. 

Having twenty millions of barrels of gasoline too 
much is a local affair and, while it may affect one year’s 
earnings, it does not alter the fact that we are using crude 
oil at a tremendous rate and that it takes a blue sky 
optimist to feel real easy about where we are going to 
get oil a few years from now at one dollar per barrel 
plus interest from today. It may even be true that the 
efficient control of crude oil production plus the normal 
feeling of comfort in owning oil securities which repre- 
sent an irreplacable supply coupled to a growing demand 
will prevent any further decline in the oils, even in case 
the bears are right. 

On the other hand, it is hard to see a sustained ad- 
vance in the market for oil securities unless we are to 
have a succession of rubber rabbits—or unless the Pres- 
ident can depart from the path of price generalities and 
let the Secretary of Labor give him the factual daia with 
which to be specific about what prices are too high and 
which are too low. This would help the low prices to 
rise by removing from their sponsors the fear of such 
pathetic and nisguided prosecution as has been meted 
out to the oil industry. 
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How the New Short Selling Rule 
Affects the Market 


Does It Prevent Raiding? Will Thin Stocks Gain in Stability at 
the Expense of the Leaders? Will the Rule Be Extended 


to Cover Odd Lots and Foreign Selling? 


BY 


i S. E. C. rule which prohibits short-selling except at 
a price higher than the previous transaction became ef- 
fective on February 8th. Although no one can yet be 
sure what it will mean to future rising or declining mar- 
kets, how it will work under the strain of heavy volume, 
or even what changes will be necessary in the rule it- 
self, sufficient time has passed so that logical projections 
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can be made on all these questions. Its benefits. which 
must be assumed for the present, will be slow in prov- 
ing themselves: the difficulties it creates are practical 
and immediate ones. 

As an instance of the complications which arise, take 
the case (an actual one) of the man who had been left 
several securities asa legacy. Before the estate could be 

settled and distributed, he decided to sell the stocks he 

would soon receive. Since he was not yet the legal 
owner, however, the sale was technically a short one 
and came under the new rule. As a result, some of the 
issues were sold immediately, while some took several 
hours to get off. Three hundred shares of an active 

Curb stock were ordered sold short at the market: two 

days later the sale had not been completed. An even 

more surprising effect of the rule was to make short 
sales easier in relative inactive issues than in market 
leaders. 

The key to an understanding of the new regulation’s 
peculiar workings lies in the specialist’s book. Here are 
registered all the round-lot orders which for various 
reasons cannot be executed immediately by the com- 
inission-house or two-dollar brokers. The specialist 
stands by his post and makes a market for all pros- 
pective buyers and sellers, naming the highest bid and 
lowest offer shown in his book without knowing on 
which side of the market the questioner hopes to trade. 
For this service he receives $2.50 for each hundred 
shares executed by him, out of the broker’s commission. 
His role in the market is frequently more active. but 
the handling of the book is the main consideration in 
connection with the short-selling rule. 

The illustration shows a typical book in an active 
issue. The last sale has been 3614 and the specialist 
will quote it 361% bid, offered at 3634 to any inquirer. 
Asked for the size of the market, he will add that 200 
are wanted, 500 offered. (The book will also indicate 
the term of each order, whether good for the day, week, 
month, or until cancelled, but these facts are omitted 
from the illustration.) Now a broker comes up to the 
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st with an order to sell 100 shares short [eee 
at the market. Since it must be sold ata | THE ODD LOT RECORD 
price higher than the last previous trade, (THOUSANDS OF SHARES) 
which was at 3614, a temporary limit of 12 : | 
363, isautomatically placed on the order. 3 | 
The broker waits in the crowd, hoping 100} ———— ; | 
that someone with long stock will hit the - zu | 
bid at 3614 so that he can offer his lot at < 80 tit... ar | 
361,. Instead a new bidder enters, try- v ou 
ing to buy at 3644. The broker with the ff? J. | Hat 9 et a 
short market order can spend no more bs | | 
time waiting, so he gives his order to the D 40 TL. | 
specialist who mentally enters it in his i | wy 
hook at 363g, following the 500 shares es | 
already there. Then a market order to 20 Gi 5 | 1% Tht br 
buy 100 is filled at 36%, taking care of ‘ | Th | | 
the first lot on the book at that price a fo) amy 
and bringing the size of the offer down a 
‘0 500 shares again. But the sale at 5 20 -j|— 
3 means that no short selling can take my 
place below 4%, so the specialist must v.40 sihidiccdaad Li | 
move the order just received from % - e = Jan i 7 : . ee 
yp to %. Long stock is still offered at) —— 


3. and a bid comes in at 44, making the 
market 3614-3,. A market order to sell is executed at 
3614, so it again becomes permissible to sell short at 3. 

The specialist patiently moves the short order back 
again from 361% to 363g. When a buyer comes in for 
another lot of the long stock on the book at %%, up goes 
the limit on the short stock to 361%. Then a spell of 
strength occurs, with buyers gradually cleaning out the 
book at 3634 and finally taking 200 at 3614. Again the 
limit must be raised on the order to sell short, placing 
itin last position at the 365% level. More buying carries 
through to 54, to 34, to 7%, each time pushing the limit 
on the short stock an eighth out of reach. 

If the customer who placed the market order and the 
specialist who has been moving it around in his book, or 
rather juggling it in his mind, remain sufficiently dogged 
about the matter, they are likely to witness the usual 
turnaround after a sho:t move of this sort. A few lots 
sell at 7, than at 34, 52, and so on back to 3614, with 
the unexecuted short order following down a notch at a 
time. By now it has occupied each price level once or 
several times, yet as long as the book remains filled at 
every eighth and no aggressive buying in large blocks oc- 
curs, the order is doomed to a wandering career, hang- 
ing over the market, a matter of suspense and confusion 
to overyone concerned with it. 

Those who believe that short-selling is an unmitigated 
evil under any conditions will feel that this state of af- 
fairs is just as it should be; that any rule which some- 
how prevents a man from “selling what isn’t his’n” is 
bound to put the stock market on a higher and healthier 
plane. Others who think of a short position as a cushion 
beneath prices, potential demand for stocks when no one 
else wants them and indispensable to an orderly mar- 
ket, will see in the new rule another “noble experiment,” 
bound to fail eventually but capable of immeasurable 
harm before it can be proven wrong. Nothing that can 
be said here will bring the two factions into agreement, 
%0 the most that will be attempted will be a review of 
the facts already visible and a prediction of changes 
likely to follow. 
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In the first place, there are two ways of selling short 
without difficulty under present rules. One is by plac- 
ing orders in units smaller than 100 shares, taking ad- 
vantage of the fact that odd-lots may be sold without 
restrictions. The accompanying chart which shows the 
relation between buying and selling in odd-lots since the 
first of the year conveys a suggestion of what may have 
happened around February 8th, when the rule on short- 
selling went into effect. The occasions when selling ex- 
ceeded buying during the first eight months these fig- 
ures were available could have been counted on one hand, 
and the average daily trading showed a heavy prepon- 
derance of buy orders. Very recently, however, the 
large balances have been absent and selling has actually 
exceeded buying on several occasions. This may mean 
that the buyers who came into the market too early, but 
who persisted all during the fall and winter, are begin- 
ning to let go of stocks on rallies. It is more likely to 
mean that some of the short-selling which formerly took 
place in round-lots has been broken up into smaller 
units. If so, there is little doubt that it will be dis- 
covered and that the rule will be extended to include 
odd-lot trades or at least those which result in short po- 
sitions larger than certain specified maximums. There 
will then be no opportunity for a man to sell a stock in 
lots of 95 or 99 shares until he has built up a large short 
position. 

It may be argued that the rule is designed to prevent 
“hammering” of prices and that short sales in odd-lots 
may be disregarded since they do not actually hit round- 
lot bids, nor do they appear on the tape. This overlooks 
the fact that the odd-lot broker who accepts the order to 
sell 99 shares must immediately sell 100 or see his own 
position grow on the long side. More likely than not he 
will take care that it is his own round-lot sale which 
determines the price for the large odd-lot, thus protect- 
ing himself against loss. If orders of this type are 
coming at him in any volume he has very little choice 
but to sell steadily, and his transactions in evening 
up his position are not (Please turn to page 732) 
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Comparative Analysis 


of Two Electrical Equipments 


Two Low-Priced Issues with Interesting Possibilities 


BY RUSSELL WHITCOMB 


I. the future of the electrical equipment industry could 
be judged by a single indicator, the long-term growth 
of power production would be it, and the judgment 
would be unqualifiedly optimistic. It is true that power 
output over the past few weeks has been running below 
that of a year ago, but the uptrend remains strongly 
defined; even the present level is above any reached 
prior to 1936. The new uses being found for electricity 
and the new customers being gained among the resi- 
dences, the farms and the factories each year stamp the 
whole field as one due to erase quickly any temporary 
losses. There is no reason why the cycle of advance 
between 1929 and 1937 should not be repeated in the 
future, regardless of the length or severity of slumps 
like the one now in progress. Whatever the trend may 
mean to individual companies such as Cutler-Hammer 
and Square D, it is clear that we are dealing with an 
industry safely beyond the dangers of infancy yet well 
short of the static or the moribund stage. 

To generalize about the tremendous electrical equip- 
ment field is far easier, of course, than to put a finger on 
a certain enterprise in that field and call its prospects 
brilliant because of past performances when favored by 
rising power consumption. Square D Co.’s net income 
in 1937, for instance, was $1,062,772.69—more than 
double the 1929 figure. Electric power production rose 
27 per cent during the period and the number of ulti- 
mate customers gained 1214 per cent, from 24 million 
to 27 million. It by no means follows that similar in- 
creases in the number of customers or in ihe amount 
consumed will produce another 100 per cent gain for 
the company’s earnings. On the other hand, there is 
no assurance that a return to the 1929 level of consump- 
tion would result merely in halving the earnings of this 
enterprise. The demands for equipment fluctuate widely 
on either side of the production trend, responding to 
the psychological shifts which affect business planning. 
Both Square D and Cutler-Hammer have already felt 
the blight of suspended plans and postponed orders, de- 
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spite the generally favorable position of their industry. 

Because these companies concentrate on the lighter 
equipment lines, they have had less in the nature of 
unfilled order backlogs on which to fall back as current 
business tapered off. Square D divides its operations 
into four groups—the Switch and Panel Division at De. 
troit, the Industrial Controller Division at Milwaukee, 
manufacturing starters, automatic switches,  circuii 
breakers and other motor control devices, the Porcelain 
Division at Peru, Ind., where insulators are made, and 
the Western Division, taking in three cities and produe- 
ing a wide variety of equipment. Cutler-Hammer spe. 
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cializes in industrial control devices such as_ safety 
switches, magnetic clutches, starters, regulators, rheo- 
stats and controllers of many types. Hardly an instal- 
lation of electrical machinery can be made without using 
products similar to those manufactured by Cutler- 

Hammer and Square D. Momentum carries along to a 

certain extent where these companies are supplying 

parts for large installations ordered months ahead of 
time, but really new orders have followed the trend of 
business confidence. 

Cutler-Hammer is geared more closely to the indus- 
trial pace, because of the nature of its products. During 
1937 the company developed or improved a fuseless 
main switch, a new type of manual motor starter, a 
multi-breaker combining safety with convenience, and 
several switches for special purposes. Square D, on the 
other hand, although serving industrial plants in nu- 
merous ways, has been particularly successful with a 
more general line of equipment. Its switches are to be 
seen in bungalows and office buildings, while its multi- 
breakers have been adapted to the familiar problem of 
a home wired for certain appliances and needing power 
for additional ones. Circuit breakers have long been 
used in industry, but for residential or other small in- 
stallations the ordinary fuse boxes have been standard. 
With a simplified and economical type of circuit breaker, 
Square D has been able to demonstrate better protec- 
tion without the need for replacing burnt-out fuses. This 
product, which is also manufactured under license by 
other concerns, has met with an excellent reception. The 
amount of new building is obviously of great importance 
to Square D. 

It is not surprising, under the circumstances, to find 
that the company more directly linked to industry 
suffered more during the last depression, Cutler-Hammer 
earned a net income of $2,688,000 in 1929, then lost 
money in 1931-1933, the 1932 deficit amounting to $738,- 
000. Scoring an impressive comeback, net for the first 
half of 1937 crossed the million-dollar mark, only to 
fade slightly in the third quarter and turn into a deficit 
in the fourth, so that the full-year result was only 
$1,274,469, as compared with $1,314,773 in 1936. Con- 
trasting is the Square D record of $504,000 in 1929, a 
loss of $124,000 in 1932, and a profit of $536,000 in the 
first half of 1937 alone. In this case a moderate dip 
occurred in the third quarter and a slight recovery in 
the fourth, bringing the year’s earnings to a new high 
at $1,062,772, against $982,022 in 1936. 

Translated into terms of earnings per share, the 193 
results were equivalent to $1.93 for Cutler-Hammer and 
$3.09 for Square D. The former split its stock two for 
one last fall, bringing the total of the only issue out- 
standing to 659,998 shares. Square D has re-arranged 
its capital structure so that the only equity is common 
stock, of which 343,860 shares were outstanding at the 
year-end. At that time bank loans and funded debt 
totaled about $600,000, while Cutler-Hammer had notes 
payable of $200,000. It is a sign of the times that both 
companies have called off stock offerings within the 
last few months because of the unreceptive markets 
prevailing. Square D had planned to sell 25,000 shares 
of common, but withdrew its registration with the S E C 
on December 7th. Cutler-Hammer had in mind the sale 
of 25,000 shares of convertible preferred stock but this 
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issue is postponed indefinitely. Success of these offer- 
ings would have improved working capital positions 
which are not unduly restricted, however, as will be 
seen later. 

At first thought it might be considered remarkable 
that two common stocks in similar fields but showing a 
sizable disparity in earning power should sell at very 
nearly the same price, around $20 a share. Asset values 
might explain a part of the discrepancy, but the market 
estimate of potential as distinct from present earning 
power must also be taken into the reckoning. Square 
D gives a picture of gradual expansion and larger vol- 
ume with a reasonably good profit margin. The sales 
figure for 1936 shows that the net income for that 
year amounted to 15.8 per cent of sales. Cutler-Hammer 
did a considerably larger business in 1936, but its profit 
margin was only 12.2 per cent, figuring on net income 
after all charges. This company, however, is likely to 
receive orders in marked surges, and the effect upon 
earnings and profit margins is exemplified by the results 
during the first half of last year. The 1929 sales were 
only 15 per cent larger than those in 1936, vet the profit 
margin was 21.7 per cent against 12.2 per cent. Having 
the capacity for a Jarge volume of business as well as 
the demonstrated ability to expand profit margins as 
sales rise, Cutler-Hammer appears entitled to a reason- 
ably high price-earnings ratio. Even in current markets 
Cutler-Hammer at ten times 1937 earnings and Square 
D at 6 1/3 tinies earnings have made considerable allow- 
ance for immediately unfavorable factors. 

Whereas Cutler-Hammer has been a familiar issue on 
the New York Stock Exchange for some time, Square 
D is a comparative newcomer, having listed its Class B 
and preferred stock in 1936 and subsequently replaced 
these issues by its present common. Company history 
goes wel! back in both cases, however, Square D to a 
predecessor formed in 1903 (Please turn to page 737) 
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The Investment Clinie 


Investor's Problems Which 


Are of General 


CONDUCTED BY 


Overcoming Income Fluctuations 


it seems timely to discuss here a problem which is 
‘acing most investors and which requires an immediate 
ind logical decision. Mr. R. B. writes: “Judging from 
the dividend actions already taken on these stocks, I am 
yong to have my first half-year income cut about 40 per 
‘ent below what it was a year ago. In view of the possi- 
bility that these reductions and omissions may very 
ikely be made up later in the year, would you consider 
me justified in using a part of my capital for current 
zing expenses?” 

The answer is in the affirmative in Mr. B.’s particular 
‘ase, since his circumstances will permit a reduction of 
‘apital, and since growth of principal is, to him, of sec- 
mdary importance. He knows, however, that a con- 
siderable number of the companies in which he owns 
equities will not earn as much in 1938 as they did in 
i937, even if a business uptrend should set in imme- 
jiately. It would be unsound to ignore this fact and 
foolish to expect as large an income for the current year. 
Some reduction of the budget or some drafts on principal 
are in order, regardless of expectations of larger divi- 
dends in the last half of 1938 than in the first half. 

The British investor is frequently compelled to decide 
this question of fluctuating income, due to the popu- 
larity in that country of interim payments instead of 
regular quarterly dividends. The interim payments may 
oe of very nominal proportions, a conservative holding 
oack of the company’s earnings until full-year results 
ean be calculated, so the stockholder must provide in 
advance for the lean periods. Under the undistributed 
profits tax we have today the same situation here. With- 
out doubt the most practical and realistic method of 
meeting it is to settle upon a yield basis for the entire 
portfolio. Each investor will arrive at a different figure 
according to his needs and the type of his holding- ut 
only a successful trader could set the figure much u.,.1er 
than 6 per cent without eating into the principal over a 
ength of time. More conservative lists will do well to 
exceed half that figure by any considerable margin. 
Having decided upon the expected yield, the investor 
should value his list at market prices quarterly or oftener 
ind withdraw an income at the stipulated rate upon 
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Interest 


J. S. WILLIAMS 


the current valuation. It is obvious that there will be 
wide variations which should be provided against during 
prosperous times, but the amount of income available 
will reflect actual market conditions, discounting the 
future in a rough way and unaffected by such temporary 
factors as large special dividends or a flurry of omissions, 

Any method which involves laying aside a part of 
income when dividends are large carries with it the 
danger that constant losses will be incurred over the 
long run by investing the temporary savings in the very 
type of securities which are currently paying so well and 
therefore selling at peak prices. If funds are set apart 
for a particular use on a rainy day they may protect 
against the necessity of selling securities to provide 
income at the bottom of the market; but the provision 
loses its effectiveness unless the money actually goes into 
the most conservative vehicles. 

A long-range program such as has been described 
would seem to have little application to the immediate 
problem, but it actually contains the essence of the only 
possible answer. For the present it will probably be 
necessary to compromise in most cases between what 
should be and what must be. Because Chrysler pays 
nothing in the first quarter against $10 in the full year 
1937 and $12 in 1936, there is little justification for writ- 
ing it completely off for the year as an income producer. 
The market will supply the clue to prospects for later 
payments and the suggested method of apportioning 
income and principal will substitute a system based on 
prices, in the place of one based on increasingly sporadic 
dividends. 





Did You Buy It for Investment or Speculation? 


Another rather typical misgiving is that of having 
held an investment too long, even though it has pro- 
duced the desired results. A Mid-Western investor 
writes: “I have owned American Can for the last eleven 
years, watched it go to 184 in 1929, to 30 in 1932, and 
then back up to 150. I bought it for income, and can- 
not complain on that score, but a little selling at the 
right time last year would have enabled me to buy back 
a larger quantity much lower. The point bothers me 
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pat several of the directors were 





Applying the Yardstick to 


Minneapolis-Honeywell Regulator Co. 





narter than I was and sold their stock —W~~~ 











yst year. Did any of them go short as 
well?” 

Clearing up the latter question first 
fall, the records show that none of the 
ficers, directors, or owners of more 
than 10 per cent of the stock reduced 
heir holdings during 1937. Far from 





ying short, which would be a violation 
{ the Securities Exchange Act of 
1934, the officers and directors actually 
hought 2,000 shares on balance over the 
vear, and the only stock sold—100 shares 
in January, 1937—was bought back in 





























the following month. The so-called “in- 
jders” evidently lost none of their J Yy 
respect for the stock. , YY 
The doubt as to the wisdom of hold- 
ing even the best of investments through 
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thick and thin brings up a more difficult 





problem. Complete success in selling 
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ud buying near the bottoms would 
tave multiplied present holdings many i wan Ac 
times. Even partial success along these 
ines would have been worth while, pro- 
vided the investor could have resisted 
the temptation to get back in when the 
tock continued on up after he had sold, 
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pened that he bought too soon on the 
vay down. Human wisdom being as 
imited as it is, there is much to be said 
or the policy of disregarding the fluctua- 
ions in a sound investment, particu- 
arly when it was bought for income. 
On any of the occasions when American 
Can could have been sold profitably, the 


Capitalization 


Business 
Latest earnings 


Comment 


;ieed for replacing income might have 


nduced the purchase of a greatly in- 

rior issue in its place. The present 

tate of the market is conducive to a 

species of restlessness which affects even those whose 
long-term objectives are being satisfied. Investors will 
be wise to allow for this tendency when considering 
their portfolios. 





Gauging Common Stock Values 


The choice of a common stock investment presents 
such a maze of inter-related problems that it is small 
wonder that many refuse the task, impossible for them, 
of analyzing financial statements, sales trends, earnings 
records, profit margins and dozens of operating and 
balance sheet ratios. It has occurred to this department 
that a real service would be performed if the necessary 
information could be presented in a form sufficiently 
summarized to permit the salient points to be grasped, 
yet not so much so as to prevent the exercise of the in- 
vestor’s own judgment in deciding upon the relative 
importance of each strength and each weakness. A 
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Common dividends 









30,700 shares 4% convertible preferred, 621,963 shares common 
Paid in 1937—$3.00 
Manufacturer of heat regulating and temperature control devices. 


$4.52 per share in 1937; $4.77 in 1936. 


Current rate—$0.75 quarterly. 


Although dependent upon the building industry for a substantial 
proportion of its profits, the company has shown a tendency to out- 
perform its industry. Has not reported a loss for forty years and 
set new sales records in each of the last three years. Higher costs in 
1937, however, resulted in lower net earnings despite a gain 
of 16.7% in sales over 1936. 


list of deciding factors which would be applicable to a 
wide range of companies can be boiled down into thirteen 
main headings—the concentrate of what an analyst looks 
for in a common stock. 

The “yardstick” method is applied on this page to 
the Minneapolis-Honeywell Regulator Co., together with 
a two-year picture of the market action of this issue 
compared with that of the Construction group and with 
Tue Magazine or Wai Street combined average of 
330 common stocks. A study of the data presented here. 
modified by the current market opinion in Mr. Miller’s 
article, should result in a comprehensive grasp of the 
values and_ possibilities contained in Minneapolis- 
Honeywell. 

The subject of inventory losses is proving an interest- 
ing one to readers, as would be expected after the close 
of a year of such wide fluctuations in both prices and 
physical size. Although each company requires separate 
examination in order to reach valid conclusions as to its 
experience, a knowledge of (Please turn to page 741) 
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Four Stoeks for Income and Profit 


BY EDWIN 


St. Joseph Lead 


In conjunction with its 
susidiaries, the St. Joseph 
Lead Co. is the most im- 
portant domestic factor in 
the metal from which it de- 
rives its name. The bulk 
of the output is mined in 
the lead belt of southeast- 
ern Missouri. Not only 
does the company market 
its own production, but also 
the production of others. 
With the acquisition a 
dozen years or so ago of a property in New York State, 
St. Joseph Lead became an important producer of zinc. 
Operation of a zinc smelter and acid plant was under- 
taken in Pennsylvania in 1931, the output of which 
consists of slab zine, zinc oxide and sulphuric acid. 





Last year the St. Joseph Lead Co. enjoyed a greater 
degree of prosperity than in any year since 1929. The 
net profit of $7,127,945 after taxes, depletion, obsoles- 
cence and other charges was equivalent to $3.64 a share 
on each of the 1,955,680 shares of outstanding common 
stock. For 1936 the company reported earnings equal to 
$1.28 a share of common. Out of the earnings of $3.64 
a share last year, stockholders received dividends which 
aggregated $2.50 a share. The quarterly dividend just 
declared, however, was one of only 25 cents. 

The capitalization of the St. Joseph Lead Co. consists 
solely of the common stock mentioned above which is 
of $10 par value: the current market price is about $37 
a share. At the close of 1936 there was outstanding 
$3,000,000 in 4% debentures maturing in 1945, but this 
indebtedness has since been eliminated and there is now 
no capital liability whatsoever ahead of the common. 

Supplying two important basic metals the outlook for 
the St. Joseph Lead Co. is virtually the outlook for 
business as a whole. The most important single use for 
lead is in paints and consumption here depends upon the 
public’s capacity to undertake maintenance of buildings 
and other structures. Batteries provide another large 
outlet for lead: it is also used extensively as a cable cov- 
ering: thus, linking St. Joseph Lead to the automobile 
and public utility industries. 

In the case of zinc, galvanizing is the most important 
single use and it is probable that farmers buy more gal- 
vanized products than any other class. As the farmer 
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is now politically privileged over the rest of us, possibly 
one is justified in concluding that the demand for galvan- 
ized products will be better than for most. A great deal 
of zine is consumed also in making brass and in die cast- 
ing, two fields of exceptionally broad application. 
The stock of the St. Joseph Lead Co. is not one which 
will appeal to those who think that the present recession 
has further to go: its markets are too broad for that 
But for those who feel that the business upswing will 
be resumed shortly—and in our opinion they have the 
better of the argument—the company can be counted 
on to provide full participation in any improvement. 





Inland Steel Co. 


The precipitous slump in 
steel operations is an ad- 
verse development which 
has affected all major pro- 
ducers, Inland Steel in 
cluded. In the last quartei 
of 1937 the company earned 
only $868,000, compared 
with $4,240,000 in the last 
three months of 1936. This 
showing tended to obscure 
the fact that the year 1937, 


was al- 





taken as a whole, 
most up to the best previous record. The net profit o 
$12,665,317 after interest, depreciation, taxes and othe 
charges was equal to $8.05 a share on 1,573,950. shares 
of common stock. The net profit of $8.54 a share re- 
ported for the previous year was figured on a smalle! 
number of shares. 

Yet, if Inland Steel has been unable to avoid the effect 
of the slump from which the whole industry is now suf: 
fering, it is certainly in a position to do as well as any 
unit as soon as outside circumstances improve. Since 
1930 millions have been spent for expansion and im- 
provements and today the company is credited with be- 
ing one of the lowest cost producers in the industry 
The greater part of the money spent on the expansiob 
program was derived from earnings, although there has 
been some increase in funded debt and in the numbe! 
of shares outstanding. Today, funded debt stands al 
$54,000,000 and outstanding common at 1,573,950 shares. 

The operations of the Inland Steel Co. are carried 
on in the Chicago district and its principal customers 
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are the automobile, railroad, farm implement and build- 
ing industries. Production is well diversified, about the 
only important lines in which the company is not inter- 
ested being wire and tubular goods. Completion of the 
scheduled expansion program will give Inland Steel a 
pacity which is about 60 per cent in light steels. 

Inland Steel is favorably situated in regard to raw 
materials. It controls, either through direct ownership 
or otherwise, iron ore properties in Minnesota and Mich- 
igan, large coal reserves in Illinois, while at Port Inland, 
Michigan, there is a modern limestone plant. At the 
present time the stock of the Inland Steel Co. is selling 
for about $73 a share and it must be admitted that at 
this figure it is not especially cheap if one looks no 
further than steel operations at the moment. However, 
looking further ahead to the time when steel operations 
will be more nearly normal and, remembering the com- 
pany’s fundamentally fine position, such a price appears 
to be less excessive. 





Sterling Products, Inc. 


Qr 


The net income of Sterling Products in 1937 
larger than in any year since 1932. The company re- 
ported a net profit of $9,016,243, after depreciation, 
interest, taxes, including the tax on undistributed profits, 
subsidiary preferred dividends and other charges. This 
was equivalent to $5.28 a share on 1,705,150 shares of 
common stock, excluding the 45,550 shares which are 
held in the company’s own treasury. For 1936 the net 
profit was equal to $5.05 a share of common stock. 

Sterling Products is a producer of medicinal and 
toilet preparations. Among the better known of the 
company’s line are Bayer Aspirin, Phillips’ Milk of 
Magnesia, Fletcher’s Castoria, Cascarets, California 
Syrup of Figs and Dr. Lyon’s Toothpowder. These and 
some of the company’s other products are almost as well 
known abroad as they are in this country and it has 
been estimated that as much as 20 per cent of sales are 


was 


made overseas. 

Although Sterling Products was formed only in 1982, 
the business which preceded the present company has a 
long and profitable record behind it. New lines are being 
added constantly by the acquisition of other companies, 
a policy which tends to offset the effects of any waning 
popularity for some of the older or less fashionable 
preparations. A strong financial position is maintained 
so that the company is always in a position to take 
advantage of suitable opportunities for expansion. Cur- 
rent assets at the end of last year totalled $24,700,000, 
the greater part of which was in the form of cash or 
marketable securities. Current liabilities amounted to 
$6,600,000, including a note payable of $2,000,000, an 
obligation contracted when Sterling Products acquired 
last year the businesses of American Ferment Co., Cel- 
lasn Co. and Drew Pharmacal Co. Notes still out- 
standing total $3,450,000. 

From the standpoint of the investor the common stock 
of Sterling Products is primarily attractive for the in- 
come it affords. Last year there were paid four dividends 
of 95 cents each and a special of 40 cents, making $4.20 
mall. Although the business is not wholly depression 
proof, it is of a kind that will resist a slump in general 
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trade and industrial activity a great deal better than 
most. On the basis of the regular quarterly of 95 cents 
alone, the stock yields well over 6 per cent at today’s 
price of $58 a share. 





Air Reduction Co. 


Few companies are more 
certain to participate in 
improving business than 
the Air Reduction Co. The 
company’s principal activ- 
ity is the production of 
oxygen and acetylene gases 
and the manufacture and 
sale of apparatus which 
makes use of these gases 
for cutting, welding and 
hardening metals. Plants 
are scattered throughout 
the country, thereby making it possible to serve the 
whole of the United States without excessive shipping 
charges—an important item in view of the heavy steel 
cylinders into which the gases are compressed. 

Air Reduction is closely affiliated with United States 
Industrial Alcohol: nearly 20 per cent of the latter’s 
stock is owned and certain directors serve both com- 
panies. Although not yet particularly important so far 
as profits are concerned, Air Reduction’s carbon dioxide 
division is growing fast. 

Because the steel, railroad, construction and other 
heavy lines are the greatest users of oxy-acetylene cut- 
ting and welding processes, it might be thought that Air 
Reduction plumbed the depths in 1932 and that cur- 
rently it is not much better off. Actually, however, the 
company passed through the depression of the early 
thirties with relatively satisfactory earning power. To- 
day, while it is not doing as well as in the spring of 1937, 
the company undoubtedly is still operating well in the 
“black.” The reason why Air Reduction remains ahead 
of the heavy industries which are its best customers is 
owing to the dynamic nature of the oxy-acetylene pro- 
cess. A constantly improving technique is steadily widen- 
ing the applicability of welding. The oxy-acety'ene flame 
is now being used more than ever in actual manufac- 
turing operations: it is employed in surface hardening 
and the cutting of complicated shapes. As a result of 
this, one is fully justified in expecting the Air Reduction 
Co. to avoid the worst of the effects of the present 
recession and to do better than most when activity in 
heavy lines again quickens. 

The Air Reduction Co. has not vet issued its annual 
report for last year. For the first nine months, however. 
the net profit of $6,231,432 was equal to $2.41 a share 
on the outstanding common stock and compared with 
$2.08 a share for the corresponding previous period. 
Dividends paid during 1937 aggregated $3 a share. In 
January 25 cents regular and 25 cents extra was paid 
and if this were repeated in conaing quarters it would 
mean $2 for the year—a not unreasonable expectation, 
despite the recession. The stock’s current price is about 
$52 a share and on this basis the yield would be slightly 
less than 4%, 
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Conditions Favor Corn Products 


industrial 


Background and Technical 


Market Factors Point to Better Levels 


BY 


Cf 

A. THE price of corn gues, so goes the Corn Products 
Company” seems to be the prevailing opinion of the 
average investor from the normal assumption that a low 
priced basic commodity would boost profit margins while 
high priced corn would have the opposite effect. 

Trends of corn prices and earnings over a number of 
vears reveal that such an axiom is more logical than right, 
and the actual corn price is not the final determinant of 
earning power, although in many instances predictions of 
crop conditions have influenced the market action of the 
stock. 

Let’s look at the record: spot corn averaged $1 a bushel 
in 1925, slightly under a dollar in 1928, but earnings of 
Corn Products equalled $2.16 and $4.35 per share respect- 
ively in these two years. With 93c corn in the boom year 
1929 stock prices and earnings were at record highs. 

Comparing the above discrepancy with a year of low 
priced corn it will be found that the average 1932 corn 
price of 30c developed earning power of $2.75 per share 
considerably better than 1925 earnings of $2.16 on $1 
corn, but a relatively poor showing with regard to 1928 
earnings of $4.35 with corn at a high price. More inter- 
esting is the fact that the cheap 30c corn failed to prevent 
the stock from selling less than ten times earnings to 
243, the lowest level since the par value of the stock 
was reduced to $25 in 1924. It would appear. then, that 
the price of corn by itself is only one of a number of 
factors determining the earning power of the company 
and the most important element is doubtless business 
volume 


Factors Influencing Earnings 


There are innumerable factors combining to influence 
earning power, such as corn prices, volume of corn grind- 
ings, national income, weather conditions, the size of the 
meat crop, particularly hogs, prices of competitive prod- 
ucts and others. The closest relationship has been found 
in corn grindings and national income but it was also 
noted that corn grindings did not decline as sharply as 
national income during the 1929-1932 period of depres- 
sion. Now the industry is again confronted with a sharp 
drop in natienal income which may or may not be of any 
lengthy duration. and it will be interesting to note 


714 


FREDERICK k. DODGE 


whether the same condition will ev - in the new “so- 
called” Roosevelt depression. ue 

An ideal combination for the Corn Products Company 
is a low and stable price of corn, high prices for competi- 
tive products such as beet and cane sugar, tapioca and 
sago starch, relatively high corn grindings and a rising 
national income. though these are rarely found simul- 
taneously. 

In the greater part of 1937 not enough of these factors 
were in gear to create a good earnings showing. The 
1936 drought developed a domestic corn shortage and a 
high price for the commodity which enabled Argentine 
corn to compete despite an import duty of 25 cents a4 
bushel plus heavy marine and freight transportation 
charges to get the product to the company plants in the 
corn producing areas. 

High Corn Increases Competition 

An unfavorable competitive situation — prevailed 
throughout most of the year because of cheap sugar and 
a substantial increase in duty free imports of low priced 
tapioca and sago, these imports reaching a total of 466- 
327,683 pounds, compared with 1936 imports of 305,938, 
103 and a ten-year average of 160,522,408 pounds a year. 
These conditions were in part responsible for a substan- 
tial reduction in volume in the first six months of 193i 
and it is little wonder that the half year report of the 
company showed earnings of only $1.37 a share, as com- 
pared with $1.77 a share in the initial half year of 1936. 

In the third quarter of the year, corn grindings were 
reduced sharply in anticipation of lower corn prices when 
the new crop became available and at the same time it 
became obvious that national income was on a declining 
trend. Third quarter operations with all the above 
opposing factors barely showed a profit when 12 cents a 
share was added to first half year results to total $1.47 
for the nine months’ period. 

When the new crop became available in the final quar- 
ter of 1937, a reversal of the earnings down trend was 
immediately apparent, prices of finished goods dropped 
sharply, and a larger volume of business for replacement 
of depleted inventories resulted in earning power of $1.05 
to bring full vear results to $2.52 a share. 
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It is generally believed that customers’ inventories are 
still subnormal though there will be no great incentive 
to build these stocks up materially during a general busi- 
ness uncertainty. Nevertheless, the backlog for substan- 
tial growth in operations is available on any hint of 
either general business improvement or if there is any 
inflationary threat of higher prices. 

The picture of 1937 would appear to show that supply 
and the price of corn was the most important of all fac- 
tors, but the fact remains 1937 was not a normal year. 
National income was on a decline, the prosperity period 
reached a climax in the first quarter of the year, volume 
of grindings was low and the whole national economy 
received its severest shock since 1929. 

In many ways, from the corn crop standpoint, the year 
1937 was comparable to 1935 when earnings equalled 
$2.62 a share. In both years foreign affiliated companies 
contributed heavily to earnings. Buyers in both years 
purchased only up to actual needs and stocks were re- 
lueed to a minimum. High prices for corn, owing to 
lrought, contributed to poor earnings for the first nine 
months in each year, but the larger and cheaper crops 
enabled a sharp improvement in the final quarter. 


Charts Indicate Trend Reversal 


A glance at the chart of Corn Products stock action 
from February, 1936, to date, reveals a direct connection 
to the foregoing happenings in 1936. The improvement 
shown in the final quarter of 1935 and an abundance of 
corn at reasonable prices gradually worked the stock up 
toa high of 8214, (A) in June, 1936. At that time it was 
becoming apparent that corn crop would be severely 
lamaged by drought and, despite excellent earning 
power which finally reached $3.86 a share for the full 
year, the trend of stock prices turned downward. The 
scarcity situation throughout the first nine months of 
1937 resulted in a continuance of the downtrend which 
gradually resolved itself within two diagonal parallel 
trend lines. 

Although not depicted on the accompanying chart, 
Corn Products is in the unique position of having made 
its bull market top in 1933 at a level of 9054. The top 
of 8214 reached in 1936 was not even approached 
throughout the entire period of rising prices, in 1936-37, 
in fact, the downward trend within parallel lines was 








CHART OF CORN 











almost exactly the reverse of the market as a whole. A 
succession of lower tops and lower bottoms continued 
until the October 19th break in 1937, but since that date 
the picture has changed to a succession of higher tops 
and higher bottoms. In late November, 1937, the stock 
was able to penetrate the upper limits of the long term 
diagonal parallel trend and from this point on the action 
of the stock has been considerably better than the mar- 
ket as a whole. That accumulation was going on in the 
final quarter of 1937 is not only evident from the more 
favorable chart action, but the year-end reports of sev- 
eral investment trusts show that this was one of few 
stocks which was added to portfolios in that trying 
period. 

A triple bottom at the 59 level has not been violated 
in the first two months of this year, with this point of 
resistance at the top of the accumulation area in October 
and November. The depressing “high wage—low price” 
speech of President Roosevelt failed to break the stock 
below the 59 level, revealing better-than-average 
strength. 


Subsidiaries Highly Important 


It is generally granted the stock is not an impressive 
market mover but it gives the appearance of having re- 
versed the long year and one-half downward trend and it 
should continue its upward zig-zag movement indefin- 
itely, unless business conditions become increasingl) 
depressing. 

Contrary to its domestic competitors, Corn Product- 
has surmounted restrictions on imports by building up 
an impressive foreign subsidiary business, without re- 
course to financing, over a period of years. These sub- 
sidiary plants have been substantial contributors to 
earnings and they act as a stabilizer in times of high 
prices in the United States as they operate mainly on 
cheaper Argentine corn. Furthermore, it has been the 
practice, in the past, to draw only in part upon the for- 
eign earning power which enables the company to rely on 
these resources in lean domestic years to pay adequate 
dividends to stockholders. With the imminent danger 
of a major war at any time and the consequent freezing 
of all funds by a belligerent, it is highly probable that the 
assets of subsidiaries will be drawn upon to a much 


greater extent in the future. (Please turn to page 742) 















Perspective 


So rapid has been the decline in 
business which set in towards the 
middle of last year that many are 
finding it difficult to see stocks in 
correct perspective. Bulls are apt 
to consider only the low ratio to 
earnings at which they say many 
issues are currently selling—using, 
of course, last vear’s earnings as a 
base. Bears, on the other hand, 
think that many stocks are still too 
high and fix their belief on the 
thought that many are selling at 
an earnings ratio which is_ infi- 
nite, relative to the deficits which 
will be reported for the first quar- 
ter. Take most of the steel com- 
panies, for example, or, to be spe- 
cific, United States Steel. At $56 
a share the common stock of this 
company unquestionably is cheap 


considering the $8.58 which was 
earned last year. Is it, however, 


so cheap relative to the loss which 
is almost certain to be reported 
for the first quarter and 
sibly for the second quarter also? 
Du Pont may be cited as another 
example, although a obvious 
one. Earnings last year were equiva- 
lent to $7.29 a share of common 
and, if one looks no further than 
this, the stock at $120 a share is not 
excessively priced considering the 
caliber of the company. Du Pont, 
however, received in 1937 approxi- 
mately $3.37 from its investment in 
General Motors and the present in- 
dications are that such payments 
during the current year will be con- 
siderably smaller. Then we know 
that chemical sales dropped about 
16% in the December quarter and 


pos- 


less 
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that chemical earnings in this period 
ran some 60% under the first 
three quarters. We have further the 
official estimate that sales for the 
first half of 1938 will be 23% under 
the first six months of 1937. Under 
these circumstances, du Pont’s earn- 
ings may be no better than $4 a 
share for the present year, and, 
statistically, the stock at $120 a 
share could hardly be considered 
cheap. It will be contended, of 
course, that the stocks of Steel, 
du Pont and these other companies 
are discounting the recovery which 
is expected to make its appearance 
before very long. To discount is 
justifiable, but let us remember that 
a material rise in stock prices from 
this point without concrete develop- 
ments of a favorable nature in the 
business picture might well repre- 
sent over-discounting. 





Play Safe with Convertibles 


No one believes other than that 
we shall have a recovery in business 
sooner or later, but there is consid- 
erably less agreement on when this 
recovery is to take place. For in- 
vestors who fear that the present 
uncertainty may be somewhat long 
drawn out and yet who at the same 
time see as a possibility an inflation- 
ary boom some time in the future 
and wish to obtain a measure of 
participation, there are always con- 
vertible bonds deserving of consid- 
eration. The following are three 
such issues, all of good grade as in- 
vestments. The Allis Chalmers de- 
benture 4s of 1952 are convertible 
into common prior to September, 








1938, at $75 a share and thereafter- 
wards at prices which rise to $95 
prior to maturity. Currently, these 
bonds are selling at about 104. The 
Bethlehem steel debenture 314s, 
1952, are convertible into common 
at $110 a share at any time prior to 
October, 1942, and thereafter at 
prices which rise to $120 a share; the 
present bond price is 89. The de- 
benture 4s, due 1952, of Electric 
Auto-Lite are convertible into com- 
mon at $50 a share up to January, 
1939, and thereafter at prices which 
rise to a peak of $90 a share prior to 
maturity: today the price of the 
bonds is just above par. In none of 
these instances does the convertible 
feature have a tangible present day 
value: indeed, in no case does it 
even approach this point. On the 
other hand, if there were an infla- 
tionary boom some time in_ the 
future, the fact that these issues are 
convertible would give their owners 
an advantage not possessed by those 
who bought “straight” bonds of 
similar caliber. 





Twentieth-Century-Fox 


The president of Twentieth-Cen- 
tury-Fox has just estimated the 
earnings of his company for last year 
at between $8,500,000 and $9,000,- 
000. This would be equivalent to 
between $4 and $4.30 a share on the 
outstanding common. stock after 
allowing for dividends on the pre- 
ferred. Earnings in 1936 were equal 
to $3.55 a share of common. This 
was gratifying, of course, but even 
more pleasant from the stockholder’s 
viewpoint was the news that the 
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president regarded business 
during the first two months 
of the present year as sat- 
factory, taking into con- 
jderation the general re- 
gssion. ‘Twentieth-Cen- 
ury-Fox grossed in the 
frst seven weeks of 1938 
oly 2.4% less than in the 
crresponding period of 
1937. The company cur- 
rntly is pushing produc- 
tion on ten films, the larg- 
et schedule in its history. 
selling for only $23 a share, 
the common stock of 
Twentieth - Century - Fox 
vould seem to be definitely 
not among those issues 
vhich are over-optimistic- 
ily discounting the future 
inthe present market. 


re 


Brevities 


The stock of Interna- 
tional Telephone & Tele- 
saph has been acting bet- 
te than most lately. It is 
estimated that the com- 
pany will show around $2 a 


share for 1937, without 
taking into consideration 
operations in Spain and 
China. . . . Budd Manu- 


lcturing, originally an au- 
accessory, has 
nade a name for itself in 
ight weight railroad equip- 
ment. Now it appears the 
company is to be a manu- 


tomobile 


iacturer of rayon ... the 
Lackawanna complains 
that it had to file more 


than 127,000 separate tax 
reports last year: this is 
about 129 to the mile. The 
Government imposes an 
wbitrary charge of $5 on 
individuals failing to file 
the green copy in the case 
of personal income tax. If 
‘copy of an income tax 
return is worth $5, then an 
original report ought to be 
worth $10. Had the Lacka- 
wanna obtained $10 for 
been 


would have 
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each return filed, last year’s loss 
elimina. cd 
i 1936 there could have been paid 
‘dividend on the common stock. . . . 
Decisions to pass or reduce divi- 
dends should not be taken too seri- 


Developments in Companies Recently Discussed 


Freeport Sulphur. . . Reported for last year a 
net profit after preferred dividends equi- 
valent to $3.30 a share of common stock. 
This compares with earnings equivalent to 
$2.43 a share for 1936. Stockholders will 
be interested in the statement that the use 
of sulphur by the rayon, film, paint and pig- 
ment industries increased 530,000 tons be- 
tween 1929 and 1937, a gain which more 
than offset the 360,000-ton decline in the 
use of sulphur by the oil industry. 


Technicolor. . . 


Mesta Machine. . . Annual report contains the 
following “Considering the 
volume of business carried over into 1938 
from 1937 and the amount of miscellaneous 
orders currently being 1938 
should be a satisfactory year." Earnings 
for last year were equal to $4.67 a share 
of common, against $4.26 a share in 1936. 


reassurance: 


received, 


Gillette Safety Razor. . . Will shortly round 
out its line by putting on the market a new 
electric dry shaver. Also plans a razor 
which will retail at a lower price than ever 
before. Earnings last year of $1.50 on the 
common were not too satisfactory. 

Glenn L. Martin. Before a House Naval 

Affairs Committee the company's president 

testified that his organization was working 

on plans for a 250,000-pound airplane 

which would be capable of carrying 64,000 

pounds of explosives over a range of 3,000 

miles and capable of flying at 380 miles an 

hour at 25,000 feet. 


American Tel. & Tel. . . The Bell System re- 
ports that consolidated earnings last year 
were 76 cents more than the $9 dividend on 
the stock of the parent company. This 
compares with consolidated earnings of 
$9.89 a share for 1936. The company felt the 
business slump in the final quarter appreci- 
ably. It is now heard that the Federal 


Communications Commission's report to 


Congress, which cost the Government 


$1,500,000, may be delayed some weeks. 


American Can. . 


United States Tobacco. . 


General Motors. . 


. Appears to have found re- 
newed favor in the market recently. Ac- 
cording to the company's president sales 
of general line cans in the first two months 
of the present year were about 5% lower 
than in the corresponding previous period. 
Sales of packers cans, which make up about 
half the total business, are so largely de- 
pendent upon crops that nothing can be 
said of this division so early in the season. 


Has signed with a Loew's 
producing subsidiary for the production 
of six pictures in Technicolor over a period 


of three years. 


American Sugar Refining. .. Managed to earn 


the equivalent of $2.20 a share of common, 
against $2.67 in 1936, in the face of declin- 
ing prices for both raw and refined sugar 
and in the face of a narrowing profit mar- 


Brooklyn-Manhattan-Transit. . . In a letter to 


the Governor of the State of New York this 
company said that a continuance of the 
state and city emergency taxes on gross 
receipts would force upon the B-M-T sys- 
tem the alternative of bankruptcy or wage 


reductions. 


. Stockholders re- 
cently approved the plan to split the 
common stock of this company four-for-one. 
The stock's current price is in the neighbor- 
hood of $130 a share. 


. The Delco-Frigidaire divi- 
sion announces the introduction of three 
automatic stokers, two of them for build- 
ings using not over eighteen tons of coal a 
year and the third for buildings using not 
over thirty tons a year. This represents 
further diversication for the big builder of 
cars. Incidentally, it is being said that 
General Motors will be alone among im- 
portant automobile companies to report 
black figures for the first quarter of 1938. 





ously. This quarter will be the 
worst. ... Long pull buying has been 
taking place in the major chemicals. 
All moved forward easily, especially 
Dow which has been quite a feature 
recently. On the other hand, the 


and 


action of the oils has been disap- 
pointing. The industry’s poor sta- 
tistical position and fear that the 
recession will adversely affect the big 
consuming season just ahead ap- 
pears to be the reason. 
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Last Minute Income Tax Hints 


for Investors 


BY CHARLES 


; much dreaded and somewhat confusing period is 
at hand when income tax returns must be prepared, and 
a portion of last year’s income paid over to the Federal 
Government. As an aid to investors and business men, 
the following brief paragraphs have been prepared. It 
is hoped that some of them may prove helpful in solving 
the annual puzzle of how much is justly due Uncle Sam 
and how much is not. 


Deductions 


Except as hereinafter mentioned, personal expenses 
for self and family and home maintenance are not 
deductible, though there is a special allowance of $400 
for each dependent. 

Earned Income. A credit amounting to 10 per cent 
of earned net income (earned income less allowable de- 
ductions, such as business traveling expenses) may be 
deducted from net income before computing normal 
taxes, but not surtaxes. This earned income credit can 
not be more than 10 per cent of the net income. If net 
income is $3,000 or less, the earned income credit is 10 
per cent of net income, regardless of the amount actually 
earned. If net income is more than $3,000, then the 
earned net income credit is 10 per cent of net income or 
10 per cent of earned net income, whichever is less; but 
not less than $300 nor more than $1,400. These same 
principles apply to that portion (ordinarily 20 per cent) 
of the taxpayer’s share of the profits from a partnership 
or individual business which is treated as earned net 
mecome. 

Professional Service. 
and other professional men or women are allowed deduc- 
tions for expenses incident to rendering their profes- 
sional services, the same as any other business people. 
Such deductions may include dues to profes- 
sional societies, subscriptions professional jour- 
nals; as well as current expenditures for books, furni- 
ture and equipment for professional use, where these are 
of comparatively short useful life; but only a reasonable 
annual depreciation charge (and not the entire original 
cost during the first year) may be deducted on the 
outlay for more durable equipment, which is regarded as 
a capital investment. 

Trust Funds. Generally speaking, the income of 
estates and trusts is determined in substantially the same 
to the same tax, as that of 


Doctors, lawyers, engineers 


also 
to 


manner, and is subject 
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individuals; though a common trust fund managed} 
a financial institution—also a syndicate, group, pd 
joint venture, or any organization through which @ 
business is carried on and which is not a corporation, @ 
estate, or an individual trust—are all treated as partney 
ships for income tax purposes. 

If the grantor of a trust has no present nor prospectivg 
power, directly or indirectly, to benefit from either ti 
corpus or the income of the trust, then the fiduciary pa 
the tax on income accumulated by the trust, while 
beneficiaries pay taxes on income distributed. On th 
other hand, if the grantor retains any direct or indireg 
interest in part of either the corpus of, or the incom 
received by, the trust, then the grantor is taxable on 
income of such part of the trust. : 

Traveling Expenses for business purposes. includ 
ing board and room, are deductible in the case @ 
special trips; but not in the instance of commutation 
to and from work. 

Automobiles. 
automobile are deductible insofar as this is for busi 
ness purposes; but not for merely personal use. How 
ever, net losses occasioned by damage to an automobil 
(if not wilful on the part of the owner) are deductible 
even when the car is not maintained for business use. J 

Losses from casualties or theft, or if incurred in alg 
transaction entered into for profit, (to an extent nol 
covered by insurance or otherwise) are deductible. 

Bad Debts. It is permissible to deduct a reasonable 
reserve for bad debts; or to actually write off all or pam 
of a debt ascertained to be worthless during the taxablé 
year. Once ascertained to be worthless, a bad debt can ng 
be deducted in some subsequent year. If any part of a debl 
deducted as worthless should subsequently be collected 
such payment must be included in the year’s income, | 

Contributions for approved charitable purposes alt 
deductible by corporations up to 5 per cent of me 
income, and by individuals up to 15 per cent; but i 
should be noted that contributions by a partnershifl 
may not be deducted in the personal return of a partney 

Taxes deductible include those on telephone and tele 
graph messages. safe deposit boxes, admissions and dues 
transfer taxes, State income taxes and. in some States 
(including New York), gasoline taxes. In New York 
City, general sales taxes are also deductible. Taxél 
imposed on the shareholder’s interest in a business orgall 
ization, such as bank stock (Please turn to page 738) 


( 


Expenses of owning and operating 
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BUSINESS ACTIVITY ecient 

M.W. S. Index (per capita basis) INDUSTRY — Government's recovery 
measures and respite from reform 
legislation help sentiment. Worst of 
depression nearly over, barring un- 
favorable foreign developments. 


























TRADE — Retail trade bolstered by 
high level of National income paid 
out. Department store inventories 
under last year. 
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COMMODITIES — Raw material 
prices stable thus far this year. New 
farm law may help agriculture; but 
metal prices held down by heavy 
inventories. 
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MONEY AND CREDIT — Industrial 
profits in 1937 gained 8.5%; though 
fourth quarter earnings dropped 
34%. February dividend declara- 
tions off 15%, against 9% increase 
in January. Bank credit stabilized. 
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Although Industrial Production has con- 
tracted aha further during the past fort- SUPPLY & DEMAN D 
night to a level 25% below last year, there (Production and Consumption) 
appears to be a fair possibility that the depres- 
sion may be nearing bottom, unless recovery 
should be delayed by unfavorable develop- 
ments abroad. In several industries—notably 
lumber, shoes and general merchandise—de- 
mand is exceeding supply by a wide margin, 
so that inventories are coming down to more 
conservative levels. There would be nothing 
spectacular, to be sure, about a recovery in- 
duced by mere replenishment of inventories; 
but Congress could help to revive business con- 
fidence by shelving further reform legislation 
and repealing the objectionable capital gains 
and undistributed profits taxes. 
* * * 


That high consumer purchasing power does 
not suffice to ward off hard times or even to 
a recovery is demonstrated convincingly 

y the Government's monthly estimates of 

| National Income Paid Out. In January this 
© was only 1% lower than for the corresponding 
month of 1937; yet the country is experiencing 
next to the worst business depression in its his- 
tory. The reason for this is distn. Most of the 

National Income paid out is spent for consumers , SOURCE : ECONOMICS 
(Please turn to next page) JFMAMJIJASONDJFMAMIIA SOND 
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Business and Industry 





Date 


Last 
Year 


Previous 


Month 


Latest 
Month 


PRESENT POSITION AND OUTLOOK 








INDUSTRIAL PRODUCTION (b)| 


United Kingdom 
ee 
WHOLESALE PRICES (h). .. 


COST OF LIVING send 
All Items. . 








OS eee ee 
Clothing 

Fuel and Light 
Sundries. . ; or 
Purchasing velue of dollar... <a 





111.6 | 
103.5 
102.8 
114.0 

78.7 
114.0 


96.7 
73.5 
106.3 
117.8 
80.3 
122.9 


99.4 
76.2 
113.4 
118.3 
80.3 
123.4 





Jan. 


80.9 81.7 85.9 


86.9 
86.4 
82.2 
74.3 
86.4 
95.8 
115.1 


87.5 
82.0 
88.2 
76.7 
86.3 
97.6 
114.3 


88.6 
84.4 
88.7 
EP | 
86.1 
97.8 
112.9 














NATIONAL INCOME (cm)7 

CASH FARM INCOME; 
Farm Marketing 
Including Gov't Payments....... 
Prices Received by Farmers (ee). .| 
Prices Paid by Farmers (ee)... 
Ratio: Prices Received to Prices 

Paid (ee).. 

FACTORY EMPLOYMENT ef 
Durable Goods. . 
Non-durable goods. oe 


FACTORY PAYROLLS (f).. 
(not adjusted) 


RETAIL TRADE 
Department Store Sales (f) 
Chain Store Sales (g)..... 
Variety Store Sales (s).. 
Mail Order Salest 
Retail Prices (s) 











Jan. 


Jan. 
Jan. 
Feb. 
Feb. 


Feb. 


$5,359 $6,313 $5,434 





$638 
683 
127 
132 


$675 
683 
102 
126 


$603 
620 
97 
126 


96 


77 81 





Jan. 
Jan. 





| 
| 





93 
105.3 | 
94.5 | 
$53.2 | 
93.0 


89 
111.5 
121 

$109.8 

93.2 


90(pl) 
106.7 
109 
$51.5 

92.4 





FOREIGN TRADE 
Merchandise Imports T 
Cumulative year’s total f 
Exports t 
Cumulative year's totalf........ 


$228.7 
228.7 


$163.5 $203.7 
163.5 
286.1 


286.1 





RAILROAD EARNINGS 
Total Operating Revenues*. . 
Total Oper. Expenditures * 


Net Rwy. Operating Income™*. .. 
Operating Ratio % 
Rate of Return %........... 


BUILDING Contract Awards 








(a) 


Residential T 

Public Works and Utility j 
Non-Residentialt....... 
Publicly FinancedT. . 
Privately Financedf. . 


‘Building Permits (e) 
214 CitiesT.. 
New York Cityt. 
Total, U. te 





| "Engineering Contracts (En){.. 


| CONSTRUCTION COST INDEX| 
| 1913—100 oe 


$331,672 
253,622 
28,053 
38,890 
81.03 76.48 
1.63 2.73 


$279,259 
232,710 
28,813 
6,920 
$3.33 
0.49 


$300,321 
243,354 
21,084 
25,972 


$242.7 
78.4 
21.2 
96.3 
112.2 
130. 5 


$209.5 
43.5 
17.7 
101.2 
115.1 
94.4 


$195.5 
36.2 
48.5 
57.5 
120.8 
64.6 


$55.9 
12.6 


$44.0 
74.8 


$40.8 
106.0 


$190.2 $189.9 
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(Continued from page 719) 


goods, in which sales thus far have fallen very 
little; but capital goods also must be in broad 
demand to create full employment, and the 
creation of capital goods is financed for the most 
part out of corporate surpluses and from the pro. 
ceeds of new security flotations. So long as the 
expenditure of corporate surpluses is penalized, 
and so long as both the supply and demand for 
securities is held back by legislative restrictions 
and confidence-destroying attacks upon business, 
just so long will genuine business recovery be im. 


peded. 


* > 


Employment other than agricultural decreased 
by 2,800,000 between mid-October and mid. 
January. During the past year, the cost of 
living has advanced only fractionally; but factory 
weekly real wages have declined 9%, owing to 


shorter hours. 
” o s 


Wholesale trade in™January was off only 
12%, although manufacturers’ sales in January 
were 29% below the like month of 1937. De- 
partment store sales throughout the country are 
currently averaging about 9% below last year, the 
best showing being in agricultural areas, where 
farm income for January was off 9% from last 
year; but rural sales of general merchandise de- 
clined only 2%. Department store inventories in 
the New York Federal reserve district at the end of 
January averaged 4% lower than at the like date 
of 1937. Merchandise exports in January 
gained 30% over the like month of 1937; but 
imports, owing to the depression here, fell 28% 
—leaving an export balance of $119,000,000, 
compared with excess imports of $18,000,000 
during January a year ago. 


os * & 


Railroad reports (31 Class | roads) for January 
show a 17% decline in gross and a 69% drop in 
N. O. I. from the like month a year earlier, com- 
pared with a 19% decline in gross and a 64% 
drop in net for December. For ali of 1937, Class! 
carriers reported a 3% gain in gross; but an 11% 
drop in net—total N. O. I. for 1937 having been 
only $590,000,000. A decision in the “$517, 
000 000 rate increase" case is expected shortly. 


Building permits, according to Secretary"of 
Labor Perkins, increased 79% in January over a 
year ago. Compared with January 1937, the value 
of residential building permits this year increased 
129%. Despite this surprisingly good showing in 
permit figures, it may reasonably be doubted that 
they forecast a corresponding increase in actual 
building contracts in the near future. In the past 
the letting of building contracts has, on occasion, 
lagged some months behind permits. From respons- 
ible sources identified with the: manufacture of 
building materials has come some pointed skepti- 
cism over the possible effects of the Housing Act 
in stimulating building. It is conceivable, how- 
ever, that repairs and modernization may be re 
vived on a large scale. 





ee 
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ELECTI 
KW 


TRANS 
Carloa 
Grain. 
Coal a 
Forest 
Manuf 
aC. | 


[STEEL 


CAPIT 
(m) 


PETRO! 
Averas 
Crude | 
Total C 
Gas an 
Crude 
Crude 
Gasolir 


Age. (n 
titimate 


ARCH 








PRESENT POSITION AND OUTLOOK 


























Previous Last 
a Month Year 
Ingot Production in tons*. ..... 1472.0 4124.9 
Pig Iron Production in tons*.... 1490.3 3115.0 
Shipments, U. S. Steel in tons*. ‘ 489. 0 1150. 0 
OK Hl AUTOMOBILES 
=> Factory Sales 
U. S. and Canada....... 228,074 346,886 399,186 
% 12-Yr. Average......-.--.- 85.6 161.4 157.1 | 
U, S. Passenger Car Sales. . 156,387 244,385 309,637 
» Very U.S. Truck Sales......... 54,063 81,849 70,414 
broad 
d the |IINVENTORIES (f) 
> most Manufactured Goods.......... 120 115 111 
2 pio. Raw Materials. . 199 197 139 
as the Dept. Store Stocks. . oe 73 76 71 
lized, YOR (Whisky) 
nd f isky 
ila isduction, soe 11,637 10,048 18,913 
siness, Withdrawn, Gals.*..... 4,220 6,783 4,528 


459,247 452,403 


0e im- 


388,435 





Stocks, Gals. * as of....... 





Machine Tool Orders (f) 118.4 149.7 
reased Railway Equip. Orders Placed 
| mid. Locomotive. . : 9 1 
st of Freight Cars. . g5 275 
actory || = Rails (tons)...... 65,550 100,420 
ing to Cigarette Productiont . SE ee eae 13,058 12,611 


30,173(pl) 36,226 
411,969 
4,390 


Bituminous Coal Production * (on) 
Boot and Shoe Production Prs. * 
Portland Cement Shipments (bbls. an 4,793 
only : 
snuary 
De- 
ry are 
ar, the 
where 


COMMERCIAL FAILURES (c).. 1,320 932 


— — ==—S—SSSSS = 














200.3 


46 
10,881 
39,200 
13,436 
40,940 

415,297 
4,689 


811 





| 


| 
| 
| 


| 
| 






Automobiles. Factory sales in the U. S. 
during January and February were off about 40% 
from the like period of 1937 and, although rather 
sharp seasonal improvement is looked for this 
month, General Motors is the only producer 
likely to operate in black for the current quarter. 
The latter company continues to broaden its pol- 
icy of diversification of output by branching out 
this year into large scale production of diesel- 
driven power plants and household heating 
equipment. 

* 


« s 


Although inventory conditions in the heavy 
goods field vary widely among the various in- 
dustries, and even among different companies 
within the same industry, the general average is 
still too high in relation to current demand. In- 
creases over the like date a year earlier include 
55% for iron ore, 65% for pig iron, 27% For soft 
coal, 21% for gasoline, 50% for copper, and 80% 
for heavy knit underwear. 


* * 


Whisky sales at wholesale during January were 
6.6% below January, 1937, compared with a de- 
crease of only 5.8% for the first seven months of 
the current fiscal year. Production during Janu- 
ary exceeded sales by 170%; but was 40% less 
than in January of 1937. 
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PRESENT POSITION AND se eet 











last 
” de Latest Previous Year 
ries in Week Week Ago_ 
ond of 


> date 
inuary 
]; but 

28% 
),000, 
0,000 


2,031 2,059 
TRANSPORTATION 
| Catloadings, total... 
ain. ..... 
Coal and Cale. 


511,930 
30,215 
106,754 
25,800 
195,930 
134,958 


535,790 
31,774 
108,096 
26,331 
203,327 
146,924 

inuary pete a 
rop in 
-com- 
64% 
Class | 
11% 
been 
517, 
rortly. 


23.25 
13.67 
2.605 


£3.29 
13.58 
2.605 


Pig Iron $ per ton ~. _ 
Scrap $ per ton (m).. 
Finished ¢ per Ib. (m).. 


STEEL OPERATIONS 


% of Capacity (m) 30.0 


Mar. 


Feb. 26 53.4 


ry “of 
over 8 
value 
eased 
ing in 
d that 
actual 
e past 
asion, 
spons- 
sre of 
kepti- 
g Act 
how- 
De te 


Feb. 
Feb. 
Feb. 
Feb. 
Mar. 
Mar. 
Mar. 


3,369 
3,150 
89,774 
120,833 
1.27 
1.93 
— 


26 
26 
26 
26 
7 
7 
7 


3,323 
3,170 
90,719 
120,958 
1.27 
1.93 
scion’ Y, 


Average Daily Production bbls. * 
Cude Runs to Stills Avge. bbls. * 
Total Gasoline Stocks bbls. * 

Gas and Fuel Oil Stocks bbls. * 
Cude—Mid-Cont. $ per bbl 
Gude—Pennsylvania $ per bbl 
Gasoline—Refinery $ per gal 


*—Thousands. (a)—Estimated. 
ttimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. 
4100. (f)—1923-25—100. (g)—Chain Store Age 1929-31—100. 
Age. (n)—1926—100. (p)—R. L. Polk & Co.'s Estimate. (pl)—Pre 
imate. (En)—Engineering News Record. 


t—Millions. 





(b)—Annalist Index 1928 
(e}—Dept. of Agric., 
(h)—U.S.B.L.S. 1926 
(s}—Fairchild Index, 


2,207 


692,393 
27,342 
171,361 
34,465 
284,264 
153,264 


tise 
20.25 
2.330 


-100. 


liminary. 


} 
| 





(c)—Dun & Bradstreet's. 




































Electric power output is running currently 
about 8% under a year ago. Gross for the electric 
power industry in January was about on a level 
with the like month of 1937; but net probably 
declined about 8%. Some indication of a more 
realistic Government attitude toward the industry 
may be found in the recent reopening of negotia- 
tions for purchase by TVA of the Knoxville prop- 
erties of the Tennessee Public Service Co. 

* . * 

While steel operations have shown little change 
during the past fortnight, automobile buying has 
picked up a little. Inquiries from diverse sources 
have expanded since announcement of second 
quarter prices, and rail buying is expected to be 
somewhat stimulated upon announcement of 
higher freight rates. A better demand for struc- 
tural steel should also materialize before long un- 
der the revived interest in housing stimulated by 


recent FHA amendments. 


* * 7 


Crude oil output is now only 2% higher than 
last year, and California has joined Texas and 
Oklahoma in cutting production. Excessive gaso- 
line stocks (20% higher than a year ago) in the 
face of only a inoderate increase in early con- 
sumption constitute the most serious threat to both 
crude and refined prices. 








(cm)—Dept. of Commerce 
100. (ee)—Dept. of Agric., 1909- 
(k)—F. W. Dodge Corp. (m)—Iron 
Dec. 1930—100. (w)}—Ward’s 


1924-29 
100 
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Trend of Commodities 


Reacting first to administration fiat, then to a crisis in such as our farm bill go into effect or others tighten 
foreign affairs, commodity prices have fluctuated in broken complications, repercussions and price movements are 
formation. The present outlook is that prices will continue caused which do not affect the whole list. The action of 
to lack uniformity until general improvement in business the market evinces a ready price response to any good] 
is felt. Generalizations as to the probable trend must be news while bearish influences affect volume rather thay 
made subject to specific qualifications. As control plans, price. 
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WHOLESALE Prices |_| At | RAW MATERIAL 
: (LONG — TREND . | tT ze . SPOT PRICES 











(U.S. DEPT. OF LABOR’S 784 COMMODITIES INDEX 1926 = 100) 
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Changes in Major Commodity Price Group for the Fortnight Ended February 26, 1938 


70.2 up 0.1 Metals... .. : 96.2 no change 
73.5 up 0.3 Building material 91.1 down 0.1 


a“ See 
Hides and leather 94.6 down 1.0 
Textiles.......... 67.8 down 0.6 Chemical. ..... 78.9 no change 
Fuel and Lighting 78.9 up 0.2 Houseturnishings. 89.6 down 0.1 


Farm Products ile 




















Latest Previous Nat 
Wk. or Mo. Wk. or Mo. Change 


PRESENT POSITION AND OUTLOOK 








Price cents per pound, closing 
March... : 912 9.11 +.01 


ASS ee ee 9.13 9.13 None 
9.20 9.22 —.02 


Cotton has become a political pawn. Disre- 
garding the confusion about benefit payments 
which Congress has yet to clear up and the effect of 
(In tem 000's) the announced reduction in acreage, the price 

Visible Supply, World... hs 9,177 7,298(d) +1,879 can only oscillate between a low mark that would 

Takings, World, wk. end... 377 370 +7 | bring more cotton into the loan and a high price 

Total Takings, season to... 11,491 14,179%(d) 2,688 that would induce borrowers to repossess cotton 

Consumption, U.S........ 435 433 49 and sell it. Cotton growers will vote heavily for 

Exports, wk. end. 72.9 139.4 59.5 acreage control on March 12. Government must 

Total Exports, season to. 4,355 3,964(d) +391 | withhold pledged cotton and acreage must be cut 

Government Crop Est. (final)... ... 3 18,746 12,399 d) +6,347 | if prices are to rise. aT an 

Active Spindles (000's)..........! : 22,327 24,400(d)—2,073_ | 
re : ae : 4 Wheat prices should recover frum their recent 
WHEAT | | set back. Importers have no substantial supply left 

Price $ per bu. Chi. closing | aside from our own. Neither Canada, Russia nor 

May es] . 90% 94, .04 | Australia are now eager sellers. It is too early 
85 895%, --.04%, | to consider the next harvest, save that more mois- 
Spot (No. 2 Redc. i. f.) N. ¥ . 1.079% 1.11% 04% | ture isneeded. Private estimates of winter wheat 

Exports bu. (000's) wk. end.......| ‘ 2,557 1,893(d) +664 | crop average 659,000,000 bu. which compare 

Visible Supply bu. (000's) as of . . .| 60,316 —- 39,992(d) +20,324 | with actual production of 685,000,000 bu. last | 

Gov't Crop Est. bu. (000’s). . 873,993 626,766(d) +47,227 year. 


ii -_ ‘ieniieia * * * 








CORN 
Price cents per bu. Chi. closing | Corn prices show relative strength. The 
May ...| Mar. 583%, 59% WY | Argentine crop is small, the government estimate 
July Mar. 7 60% 6058 % | being only 185,000,000 bu. AAA acreage al- 
Spot (No. 2 Yellow N. ¥.).....| Mar. 7 72g 724 ¥g | lotments for 12 states for 1938 have been set at 
Visible Supply (bu. 000’s) as of...| Feb. 26 37,126 12,949(d) +24,177 | 40,491,279 acres. Hog slaughter is expected to 
Gov't Crop Est. (bu. 000’s)...... Dec. 17 2,644,995 1,507,089(d) +1,137,906) increase. 
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COPPER 


Price cents per Ib. 


L 


TIN 


LEAD 


ZINC 


SILK 





RAYON (Yarn) 
Price cents per Ib. 
Deliveries (a) 


WOOL 


HIDES 





RUBBER 
Imports, U. S.f 


COFFEE 


SUGAR 


Price cents per Ib. 


Raw Sugar 
Cuban c. i. f... 





Domestic No. 3 


Price cents per lb., N. ¥ 
World Production ft 
World Consumptiont............. 
World Visible Supplyt..... 
Deliveries to U. S.7........ 22... 6% 
U. S. Consumptiont..... 


Price cents per Ib., N. ¥ 
U. S. Production (tons)... . 
U. S. Shipments (tons). 
Stocks (tons) U. S., as of 


Price $ per Ib. Japan xx crack. . 
Imports U. S. (bales) 
U. S. Available Supplies 
U. S. Mill Takings (bales)....... 
Visible Supply U. S. (bales) as of 


All Rayon—Month's Supply. 


Consumption, U. S.f. 
Stocks U. S.f as of... 
Tire Production (000's). 
Tire Shipments (000's). . 
Tire Inventory (000’s) as of ...... 


ti eaniil % % (1923-25 


Date 





Latest Previous 
Wk. or Mo. Wk. or Mo. 





Net 
Change 





PRESENT POSITION AND OUTLOOK 











Os ene eae 

on) (Re By aCe eae 
Refined Prod., Domestic (tons)... .. 
Refined Del., Domestic (tons) 
Refined Stocks, Domestic (tons)... . 
Refined Prod., World (tons)....... 
Refined Del., World (tons)........ 
Refined Stocks, World (tons) 


Price cents per Ib., N. ¥ 
U. S. Production (tons). 
U. S. Shipments (tons). . 
Stocks (tons) U. S., as of 


Price cents per lb., Spot Tops 


Price cents per Ib. (Chic. Lgt. Cows). 
Visible Stocks (000's) (b) as of.... 
Consumption (000's) (b).... 


Price cents per lb.... 


Price cents per Ib. (c) 
May Delivery.... 

Imports (bags 000's). 

U. S. Visible Supply (bags 000's). . 


Duty free delivered 
Refined (Immediate Shipment) 
U.S. Deliveries {(000's).. 
U.S. Stocks}, as of (000’s) 














Mar. 7 
Mar. 7 
Jan 
Jan 
Jan 
Jan 
Jan 
Jan 
Mar. 7 
1937 
1937 
Feb. 
Feb. 
1937 
+ een 
| Mar. 7 
Jan. 
Jan. 
Jan. 
Mar. 7 
| Jan. 
+! Jan. 
| Jan. 3 
| Mar. 7 
| Feb. 
| mee. 4 
| Feb. 
| Feb. 28 
| 
| Mar. 7 
| Jan. 
..| Feb. 1 
| Mar. 7 
Mar. 7 
Dec. 31 
| Dec 
Mar. 7 
Jan. 
Feb. 
“| Jan. 31 
| Jan. 
| Jan. 
Jan. 31 
Mar. 7 
Jan. 
| Feb. 1 
| 
| Mar. 7 
| Mar. 7 
Mar. 7 
Mar. 7 
Jan. 
Jan. 31 





MARCH 12, 1938 


10 10 
9.95 10.05 
70,487 60,463 
24,881 18,660 
299,130 259,350 
174,302 179,872 
139,528 121,966 
505,960 471,190 
MN, 42%, 
206,900 179,900 
197,300 160,700 
18,355 19,776(d) 
4,420 7,675(d) 
86,663 72,800 
4.50 4.50 
39,196 49,581 
34,923 34,020 
133,401 129,131 
5.10 5.10 
48,687 51,787 
24,931 29,545 
88,532 64,776 
1.68-1.73  1.66-1.71 
25,416 29,858 
74,094 79,393 
30,260 30,715 
43,834 48,678 
54.0 54.0 
374 240 
2.8 2.5 
83.5 85.0 
8.5 8.0 
15,290 17,173(d) 
1,289 2,092 
14.50 14.78 
42,135 68,305 
26,000(pl) 29,429 
269,078 256,618 
2,743 2,952 
2,490 3153 
11,000 10,800 
4.26 4.21 
1,095 1,056 
1,319 1,209 
2.18 2.20 
2.18 2.23 
3.08 3:13 
4.65 4.75 
374.9 400.5(d) 
1,674.7 1,412.5(d) 


-Wieteute Ric No 


None 

—.10 
68,100(d) 
82,400(d) 
142,370(d) 
164,950(d) 
182,220(d) 
336,050(d) 


~i 
+27,000 
+36,600 
—t 421 
3,255 
+13,863 


None 
—10,385 

+903 
+4,270 - 


None 


+.02 
37,348(d) 
87,892(d) 
58,484(d) 
49,408(d) 


None 
737(d) 
0.2(d) 


4.5 


5 ees 
1,883 
803 


.28 
26,170 
3,429 
+12,460 
4,980(d) 
4,509(d) 
11,377(d) 








5 a, 
+39 
+110 


10 
25.6 
+ 262.2 






Copper has remained unchanged and bids fair 
to stay in the present rut until there is some radical 
change in outlook. World stocks in January were 
the largest in two and a half years, and production 
continues in excess of consumption. Prices rarely, 
if ever, rise on a poor statistical position. 


* * * 


Tin, although consumption made a high record 
in 1937 waits, like copper, upon the market leader- 
ship of steel. The U. S. accounts for about 47% 
of world use of tin. Reduced export quotas should 
make for price firmness. 


* * > 


Lead is in good shape. January production 
declined while shipments increased. Producers 
not anxious for orders at present levels, preferring 
to put the business on the waiting list. Output in 
February was probably curtailed further. 


” * * 


Zinc statistics for February, scheduled for early 
release, are expected to reveal a further substantial 
gain in stocks. 


* 7 7 


Silk is something of a single seller-single buyer 
market, moving only between sales by Japan and 
purchases here. rade authorities advise pur- 
chases for immediate needs only. 


* 7 * 


Wool consumption declined contra-seasonally 
in January and probably did so again in February. 
Quotations, however, have been firm and retail 
demand for men's clothing has held up fairly well. 


* * * 


Rubber is in a fair way to work to a sound 
basis by midsummer considering the quota of 70% 
for the first quarter and 60% for the second quar- 
ter. The seasonal increase in consumption usually 
runs from February till July, but in the meantime 
stocks will increase until the curtailment has time 
to take effect. 

” * * 

Hides have been and still are a paradox. 
Stocks of unsold hides are said to be down to a 
working minimum, but prices are in the same boat. 
The trade seems content to merely talk about high- 
er prices, while sellers seek for bids. 


+ 7 + 


Coffee is an international trade problem. 
Coffee Price Defence started in 1924, has lost 
Brazil her trade position, her cash and credit. We 
are losing cotton to Brazil, just as Brazil lost coffee 
to Colombia and Salvador. There is no feature in 
the price outlook. 


* * * 


Sugar controls are three, our quotas, the Cuban 
export limitation and the International Sugar Con- 
ference. Under the influence of our liberal quota, 
the spread for the refiner is clipped too close for 
comfort. World production and world consump- 
tion are at record levels but the trade agrees there 
is nothing to move prices substantially either way. 


TN. i (d) -Year ago. j}—Long tons. 
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Date 


Year 
Ago 


Previous 


Week 


Latest 
Week 


COMMENT 





——= 





INTEREST RATES 
Time Money (60-90 days) 
Prime Commercial Paper 


Re-discount Rate, N. Y 


Mar. 
Mar. 
Mar. 
Mar. 


7 
7 
7 
7 


1W%@1~R1“@1i“~R 114% 

1% 1% Ww@i% 
1% 1% 1% 
1% 


1% 





CREDIT (millions of $) 

Bank Clearings (outside N. Y.)...-..- 

Cumulative year's total 

Bank Clearings, N. Y........-.--- 

Cumulative year's total 

F. R. Member Banks 
Loans and Investments.......... 
Commercial, Agr., Ind. Loans. . . 
Brokers Loans 
Invest. in U. S. Gov'ts 
Invest. in Gov't. Gtd. Securities. . 
Other Securities. ms 
Demand Deposits. . 
Time Deposits. . 

New York City Nanda Benks 
Total Loans and Invest. . 
Comm'l., Ind. and Agr. Loans... 
Invest. U. S. Gov'ts dir. & - 
Demand Deposits. . : a 
Time Deposits. . 

Federal Reserve Bonks 
Member Bank Reserve Balance... 
Money in Circulation. . . 
Gold Stock 
Treasury Currency. 
Treasury Cash. ... 
Excess Reserves 


Corporate. . 
New Capital 
Refunding. 
Government. 
Refunding. 
Addition to Debt 








| 


| 


NEW FINANCING ——* of - 


19 
a by 
19 
eg 


Sy 
. 23 
ae 
. 23 
a3 
- 23 


_ 2 


NNNNN ND 


1,777 2,892 
18,548 
4,429 


28,200 


2,486 
16,349 
3,075 
21,336 


21,167 
4,378 
731 
8,147 
1,150 
2,974 
14,576 
5,249 


7,833 
1,690 
3,071 
5,822 

670 


6,660 
6,407 
11,443 
2,535 
2,620 
1,310 


7,215 
6,343 
12,767 
2,669 
3,579 
1,390 


Year 
Ago 


Latest 
Month 


$392.3 
152.3 
240.0 
200.5 
200.5 
None 


$103.0 
40.8 
62.2 
251.0 
200.2 
50.5 


1%2% 





} 


Excess reserves for all Member Banks averaged 
$1 400,000,000 during Fe>ruary. Money rates, 
as a Consequence, remainea very easy and yields 
on Government bonds declin 2d somewhat further, 
The volume of new commercial paper issued in 
February declined moderately and demand was 
active. 

© 

For the week ended February 23, the report of 
101 Member Banks revealed a decline of 
$14,000,000 in business loans. More than half 
of this decline occurred in New York City. As a 
result, the slight upturn which took place early in 
February has been eliminated and the total of busi- 
ness loans is now at the lowest level since the be- 
ginning of July 1937. ‘Commercial borrowing 
attained a peak in mid-October, since which time 
the total has declined about 10%. Although 
New York Banks have followed a policy of off- 
setting partially the decline in loans by purchasing 
securities, member banks in other cities have light- 
ened investment portfolios and all member banks 
recorded a net decline of $64,000,000 in loans 
and investments—a new low since early 1936. 
Again in the week ended March 2, business loans 
of New York City Member Banks dropped 
$8,000,000. This decline, however, was more 
than offset by an increase of $30,000,000 in 
brokers’ loans and purchase of other than Govern- 
ment securities. As a result the aggregate of loans 
and investments registered a net gain of $7,000 - 
000. The latest statement of the Federal Re- 
serve Banks showed a decline of $20,000,000 
in excess reserves. 


* * « 


New financing was in larger volume in Feb- 
ruary and the indications are that a further moderate 
gain will be shown in March. For the first time 
since November 1936, however, a whole week 
(week ended Feb. 28) went by without a single 
new offering and a genuine pick-up in new financ- 
ing continues to await the signal of improving in- 
dustrial prospects. 


POSITION OF FOREIGN BANKS 


hae: Q, 1938 


wer Bs 1937 





BANK OF ENGLAND 
Circulation 
Public Deposits 
Other Deposits. 
Bankers Accounts 
Other Accounts. 
Government Securities 
Other Securities. . . 
Discount and Advances 
Securities. . 
Reserves. 
Coin and Bullion 


BANK OF FRANCE 
Gold Holdings.......- 
Credit Balances Abroad 
French Commercial Bills Disc 
Bills Bought Abroad 
Advance Against Securities. . 
Note Circulation. . . : 
Credit Current Accounts 
Temp. Advs. to State. 
Gold on Hand to Sight Liabilities. 





£ 


£460,954,000 
15,175,000 
131,469,000 
93,768,000 
37,701,000 
85,089,000 
26,237,000 
4,295,000 
21,942,000 
53,562,000 


478,344,000 
11,426,000 
151,734,000 
115,711,000 
36,023,000 
104,446,000 
28,119,000 
7,076,000 
21,043,000 
48,828,000 
327,172,000 


Feb. 
,806,000 000 


Fr.55 
11 


3 
92 
22, 
31 


,179,000,000 


651,000,000 
‘740,000,000 


903,000,000 


Feb; 26, 1937 
Fr.57,358,000,000 
14,000,000 
8,629,000,000 
1,294 
3,594,000,000 
87,062,000,000 
17,700,000,000 
19,772,000,000 
54.15% 


25, 1938 


35,000,000 


373,000,000 


48.48% 


314,517,000 | 


COMMENT 





Although the recession in the United States is 
beginning to spread beyond our borders, business 
in England, with the exception of the automobile 
industry, continues to hold up relatively well. 
It has been estimated that the British balance of 
payments for 1937 will show a deficit of £52,- 
000,000, the largest since the fateful year, 1931. 
It has been recently rumored that British taxes 
may be increased £40,000,000 to finance the re- 
armament program. 


In the face of the delicate international situation 
and further recession in business in France, social 
agitation has been less voluble recently. Political 
factions, however, continue to quarrel over the 
details of a labor bill and the country may be 
forced to accept a national coalition government 
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POSITION OF FOREIGN BANKS—Continued 









GERMAN REICHSBANK 
Gold and Bullion. . 

Of Which Deposits Abroad 
Reserve in Foreign Currency. 
Bills of Exchange & Checks. 
Investments 
Other Assets..... is 
Notes in Circulation. . 


Other Daily Matured Obligations... 
Other Liabilities............. 
Proportion of Gold & Foreign Cur- 
rency to Note Circulation... . 








BANK OF CANADA 


Subsidiary Coin....... 
Dom. & Prov. Gov't Short Term 
a Oe OR ee eee 
Other Dom. & Prov. Securities. 
Other Securities............ 
Note Circulation.......... 
Deposits—Dom. Gov't. . 
Chartered Banks. ..... 


Reserve Gold, Coin & Bullion. . 
CEE Os: a 
Reserve in Sterl. & U.S. Dollars... 





Res. to Note & Dep. Liebilities. ; 


Feb. 28, 1938 
Rm.70,700,000 
20,333,000 
5,225,000 
5,658,100,000 
110,003,000 
800,897,000 
5,278,300,000 
890,977,000 
353,170,000 


1.43% 


Feb. 27, 1937 
Rm.67,100,000 


18,067,000 
5,592,000 


4,776,600,000 


221,812,000 
879,605,000 


4,815,800,000 





784,872,000 
344,354,000 


1.60% 


| 





Mar. 2, 1938 
$179,989,000 
2,993,000 
18,685,000 
195,000 


118,474,000 
42,136,000 
12,203,000 

1.49,902,000 
20,216,000 

192,013,000 

55.3% 


Mar. 3, 1937 
$179,408,000 
2,317,000 
15,216,000 
180,000 


53,771,000 
101,840,000 
120,501,000 

96,145,000 
195,438,000 

57.29% 











The economic problems of Germany continue 
to be concerned principally with the rising tide of 
labor shortage and mounting living costs. Despite 
heroic efforts of the Government to control con- 
sumer prices, the cost of living has reached burden- 
some proportions, necessitating official restriction 
of profit margins. 









While business in Canada continues to make a 
favorable comparison with that in the United 
States, declining tendencies have been manifest in 
a number of major industries. Manufacturing ac- 
tivity has receded and for the first time in four years _ 
power consumption has declined. Although 
mining activity continues to hold up well in the 
face of lower metal prices, construction contracts 
and railway earnings have declined and unemploy- 
ment is rising. 








FOREIGN EXCHANGE IN DOLLAR TERMS 





Quotations in cents and hncianls 


in dollars and cents 


acent except pound sterling which is 


of —— 
Mar. 3 


Demand ——— 


Year Ago 


——Cables— 


Mar. 3 


Year Ago 








Country and Par 


Great Britain ($8.2397 a sov.). .. 
Austria (23.82c a schilling). . .. 
Belgium (16.9502c a belga).... 
Czechoslovakia (3.51¢ a crown) 
Denmark (45.374 a krone). ... 
Finland (4.264c a finmark)..... 
France (par not definite)....... 


Germany, registered (comml.). . 
Germany (travel mark)......... 


Italy (5.2634c a lira)§........... 
Norway (45.374c a krone)....... 
Poland (18.994c a zloty)...... 


Spain (Barcelona peseta)t...... 


Switzerland (par not definite). . . 
Yugoslavia (2.981¢ a dinar)...... 
Shanghai dollars (unsettled). ..... 
Hongkong dollars (unsettled)... . . 
India (61.798c a rupee). ........ 
Japan (84.39c a yen). ......... 
Sts. Settlements (96.139c a dollar). 
Argentina (71.87¢ a paper peso) § 


Brazil (20.25c¢ a paper milreis)**. . 
Chile (20.599c a gold peso)f. 


Colombia ($1.645 a gold peso) § 
Mexico peso(unsettled)t........ 
Peru (47.409c a sol)t....... 
Uruguay ($1.751 a gold peso) § 


Venezuela (32.67c a bolivar)x. . 


Germany (40.33¢ a mark)**...... 7 ’ 


Greece (2.197¢ a drachma)..... eS 
Holland (par not definite)........... 


Spain (Burgos peseta)f............ iv 
Sweden (45.374c a krona)....... 


Argentina (71.87¢ a paper peso)**.. ree 


Colombia ($1.645 a gold peso)**. ae 


Uruguay ($1.751 a gold peso)**ft.... 





5.0134 4.883 
>| 18:95 18.70 
.-| 16.97% 16.85 
“+ 3.5154 3.49 
-| 22.40Y% 21.81 
j 2.22 2.16 
| 3.25% 4.6454 
| 40.46 40.22Y/ 
20.50 20.00 
24.75 24.00 
0.921% 0.893% 
55.96 54.7415 
..-| 5.96% 5.261 
+.) 95.22 24.55 
19.00 18.97 
10.00 7.62Y 
5.80 6.62% 
-++| 25.844 25.19 
23.22% 22.83% 
.- +] 2.36% 2.33 
- +0] SOT6 29.78 
31.43 30.42 
37.90 36.88 
29.01 28.51 
58.90 57.40 
26.35 30.12 
33.46 32.60 
5.95 6.14 
5.19 5.19 
54.65 57.15 
50.00 56.25 
27.80 27.80 
24.50 26.00 
46.00 56.50 
66.02 78.70 
30.50 25.75 


5.019% 4.883 
18.95 18.70 
16.9734 16.85 

3.515 3.49 
22. 401% 21.81 

2.99 2.16 

3.25%, 4.6454 
40.46 40.2214 
20.50 20.00 
24.75 24.00 

0.9214 0.90 
55.96 54.74% 

5.2614 5.2614 
95.292 24.55 
19.00 18.97 
10.00 7.621% 

5.80 6.621% 
25.8414 25.19 
23.22% 22.8314 

2.361% 2.33 
29.76 29.78 
31.43 30.42 
37.90 36.88 
29.01 28.51 
58.90 57.40 
26.35 30.12 
33.46 32.60 

5.95 6.14 

5.19 5.19 
54.65 S7.12 
50.00 56.25 
27.80 27.80 
24.50 96.00 
46.00 56.50 
66.02 78.70 
30.50 95.75 











t—Nominal quotations. 4 


Free rate. 


*“* 


Official rate. 


x 


§—tTravel Lira 4.75e. 





COMMENT 





The past two weeks have been a dull period in 
the foreign exchange markets. The pound sterling 
has worked a little lower, probably a reflection of 


the President's statement to the effect that “‘infla- 
tion” had been ruled out as a means of promoting 
recovery. The market has been rather surprised by 
the lack of reaction in the sterling rate to the news 
that the rearmament program in Great Britain was 
to be pursued with greater vigor than ever. British 
Government bonds drifted lower, but there was 
no sharp drop in sterling as one might have expect- 
ed. Fundamentally, however, there is no denying 
that it is impossible for any country to spend 
money on economically unproductive armaments 
as Britain is spending it without its having a ten- . 
dency to weaken the national economy. 
. ere 

Although French francs show a loss of further 
ground since our last issue, some of the ground 
lost to the dollar was recovered towards the close 
of the period. France still has a long way to go 
before attaining political and economic soundness, 
but at any rate recent European developments 
have been such as to indicate lessened possibilities 
of an immediate war. 

e 2 s 


Among the South American exchanges, the 
Argentine peso worked a little lower on the news 
of unsatisfactory crop conditions. Government 
control in the majority of cases prevents it from 
finding reflection in the quoted rates, but it is 
probable that there is a certain underlying weak- 
ness in South American currencies in general. 
This would be the logical result of slackening 
trade and industry in many important countries of 
the world, coupled with further declines in raw 
material prices. 














x—Outside rate 
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INTEREST RATES 
Time Money anes days) $1 400,000,000 during February. Money rates, 
1% 1% 1% as a consequence, remained very easy and yields 
1% 1% 114% on Government bonds declined somewhat further. 
The volume of new commercial paper issued in 
CREDIT (millions of $) February declined moderately and demahd was 

Bank Clearings (outside N. .19 “red enue. 5 rig raw 

ever. ew ¥ bh goons For the week ended February 23, the report of 
rea oie total “19 (21 "336 101 Member Banks revealed a decline of 
ERM Ad Banks ’ $14,000,000 in business loans. More than half 
ns 93 21,167 of oe ae oy game: et Have ge City. Asa 
; . result, the slight upturn which took place early in 
Commercial, Agr., Ind. Loans. . . “88 — February has been eliminated and the total of busi- 


» 23 731 

Invest. in U. S. Gov'ts 8,147 ness loans is now at the lowest level since the be- 
Invest. in Gov't. Gtd. Securities. . . 1,150 ginning of July 1937. “Commercial borrowing 
i 9974 attained a peak in mid-October, since which time 

45% the total has declined about 10%. Although 
Time oe 5,249 New York Banks have followed a policy of off- 
New York City Member Banks setting partiaily the decline in loans by purchasing 
securities, member banks in other cities have light- 


1,833 
along ob garg © see 1.690 ened investment portfolios and all member banks 


Invest. U. S. Gov'ts dir. & gtd. .. 3,071 recorded a net decline of $64,000,000 in loans 
Demand Deposits 5,822 and investments—a new low since early 1936. 
Time Deposits 670 Again in the week ended March 2, business loans 
Federal Reserve Banks of New York City Member Banks dropped 
Member Bank Reserve Balance... 7,215 $8,000,000. This decline, however, was more 
Money in Circulation 6,343 than offset by an increase of $30,000,000 in 
Gold Stock 12,767 brokers’ loans and purchase of other than Govern- 
Treasury Currency 2,669 ment securities. As a result the aggregate of loans 
Treasury Cash 3,579 and investments registered a net gain of $7,000,- 
Encocs Reserves. ....-..->--+>- 1,390 000. The latest statement of the Federal Re- 
serve Banks showed a decline of $20,000,000 

Latest in excess reserves. 

e & * 


'| NEW FINANCING (millions of $) — New financing was in larger volume in Feb- 
$103.0 E : ruary and the indications are that a further moderate 

New Capital : 40.8 : : gain will be shown in March. For the first time 
. 62.9 , since November 1936, however, a whole week 
Government : 251.0 (week ended Feb. 28) went by without a single 
: 900.2 j ; new offering and a genuine pick-up in new financ- 


Refunding : i + the anal of 4 cer. 
Addition to Debt é 50.5 None ing continues to await the signal of improving in- 
dustrial prospects. 


1%4,@1%4% 1%4@114% 114% Excess reserves for all Member Banks averaged 
1% > 1% %@i% 
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POSITION OF FOREIGN BANKS 





Mar. 2, 1938 Mar. 3, 1937 a? One 








BANK OF ENGLAND 
£478,344,000 £460,954,000 Although the recession in the United States is 
11,426,000 15,175,000 beginning to spread beyond our borders, business 
151,734,000 131,469,000 in England, with the exception of the automobile 
115,711,000 93,768,000 industry, continues to hold up relatively well. 
Other Accounts se 36,023,000 37,701 ,000 It has been estimated that the British balance of 
Govemment Securities 104,446,000 85,089,000 payments for 1937 will show a deficit of £52,- 
Other Securities 28,119,000 26,237,000 000,000, the largest since the fateful year, 1931. 
Seu and Advances 7,076,000 4,295,000 It has been recently rumored that British taxes 
21,043,000 21,942,000 may be increased £40,000,000 to finance the re- 
48,828,000 53,562,000 armament program. 
327,172,000 314,517,000 





BANK OF FRANCE Feb. 25, 1938 Feb. 26, 1937 
‘| Gold Holdings Fr.55,806,000,000 _Fr.57,358,000,000 
Credit Balances Abroad . 35,000,000 14,000,000 
French Commercial Bills Disc 11,179,000,000 8,629,000,000 In the face of the delicate international situation 
Bills Bought Abroad 1,294 and further recession in business in France, social 
Advance Against Securities 3,594,000,000 agitation has been less voluble recently. Political 
Note Circulation 140,000, 87,062,000,000 factions, however, continue to quarrel over the 
Credit Current Accounts 22,373,000,000 17,700,000,000 details of a labor bill and the country may be 
Temr. Advs. to State 31 903,000,000 19,772,000,000 forced to accept a national coalition government. 
Gold on Hand to Sight Liabilities. . 48.48% 54.15% 
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POSITION OF FOREIGN BANKS—Continued 














| | GERMAN REICHSBANK Feb. 28, 1938 Feb. 27, 1937 
|} Gold and Bullion................ Rm.70,700,000 Rm.67,100,000 
Of Which Deposits Abroad 20,333,000 18,067,000 
Reserve in Foreign Currency....... 5,225,000 5,592,000 
Bills of Exchange & Checks....... 5,658,100,000 4,776,600,000 
RIED 6 nino ohio 3a hep Ss oe bins 110,003,000 221,812,000 
Wher PROS. 6. s. cece es 800,897,000 879,605,000 
Notes in Circulation.............. 5,278,300,000 4,815,800,000 
Other Daily Matured Obligations. . 890,977,000 784,872,000 
Other Liabilities................ 353,170,000 344,354,000 
Proportion of Gold & Foreign Cur- 
rency to Note Circulation....... 1.43% 1.60% 
BANK OF CANADA Mar. 2, 1938 Mar. 3, 1937 
Reserve Gold, Coin & Bullion..... $179,989,000 $179,408,000 
SUR MION Ss osc Fes See oe aks’ s 2,993,000 2,317,000 
Reserve in Sterl. & U. S. Dollars... . 18,685,000 15,216,000 
Subsidiary Coin................. 195,000 180,000 
Dom. & Prov. Gov't Short Term Se- 

RN silt diss st69.5' Sw in'a'o wn cs 118,474,000 53,771,000 
Other Dom. & Prov. Securities... . . 42,136,000 101,840,000 
REE COUNTIES. occ cuses ess. 0 ee ree rere 
Note Circulation. . Pine siecs sre 149,902,000 120,501,000 
Deposits—Dom. Gee. 20,216,000 26,145,000 
Chartered Banks................. 192,013,000 195,438,000 
Res. to Note & Dep. Liabilities... . 55.3% 57.29% 





The economic problems of Germany continue 
to be concerned principally with the rising tide of 
labor shortage and mounting living costs. Despite 
heroic efforts of the Government to control con- 
sumer prices, the cost of living has reached burden- 
some proportions, necessitating official restriction 
of profit margins. 


While business in Canada continues to make a 
favorable comparison with that in the United 
States, declining tendencies have been manifest in 
a number of major industries. Manufacturing ac- 
tivity has receded and for the first time in four years | 
power consumption has declined. Although 
mining activity continues to hold up well in the 
face of lower metal prices, construction contracts 
and railway earnings have declined and unemploy- 
ment is rising. 











FOREIGN EXCHANGE IN DOLLAR TERMS 



































Government 


Quotations in cents and decimals of Demand Cables 
a cent except pound sterling which is Mar. 3 Year Ago Mar. 3 Year Ago COMMENT 
in dollars and cents 
Country and Par The past two weeks wets ae a dull period in 
Great Britain ($8.2397 a sov.)....... ih 40 some | 40m | Ooi Oe ee ee 
Austria (23.82c a schilling)......... 18.95 18.70 18.95 18.70 te Pucsudans’s datseiat es ta waidemen taine 
Belgium (16.9502c a belga).........| 16.97% 16.85 16070). 1608 ee ee ag eee 
Czechoslovakia (3.51¢ a crown)...... 3.5156 3.49 3.5154 3.49 tion” had Ss potsidh te be ¥: aga of ernie 
Denmark (45.374c a krone)......... 22.401 21.81 22.401 21.81 hee tock f prs re ms wr m6 ae ara y 
Finland (4.264c a finmark).......... 2.99 2.16 2.99 ae Berton: bocce eat wt Gt aie 
France (par not definite)............ 3.253% 4.645 3.253% 4.645f etm e pana gan ZIM ~ py British 
Germany (40.33c a matk)**......... 40.46 40.294 40.46 40.29% to be pursued with greater vigor than ever. British - 
Germany, registered (comml.) 20.50 20.00 20.59 20.09. | Conmuinent Senet cores sane, Dey See ae 
G “fy 1 mark) eas 94.75 94.00 94.75 24.00 no sharp drop in sterling as one might have expect- 
Stee co eae oF So aaa : ; : é ed. Fundamentally, however, there is no denying 
Greece (2.197¢ a drachma)......... 0.9214 0.893% 0.9214 0.90 nate x 
Holland (par not definite)........... 55.96 54.741 55.96 54.741 that it is impossible hag etd oe sd — 
Italy (5.2634c a lira)§.............. 5.261% 5.261 5.2614 5.2616 4 pia rg with v4 ie he enepegre 3 
. ne A Aa oy See one aon peckasa 24.35 dusty to pS vi the national auainn ce 
oland (18.994c a zloty)........... 19.00 18.97 19.00 18.97 é 
Spain (Burgos peseta)f.............- 10.00 7.6% 10.00 7.62% sean s 2 Fe 
Spain (Barcelona peseta)t........... 5.80 6.621% 5.80 6.621 Although French francs show a loss of further 
Sweden (45.374c¢ a krona).......... 25.841 95.19 25.841 25.19 ground since our last issue, some of the ground 
Switzerland (par not definite)........ 23.22% 29.83% 23.22% 29.83% lost to the dollar was recovered towards the close 
Yugoslavia (2.981¢ a dinar)......... 2.361% 9.33 2.361% 9.33 of the period. France still has a long way to go 
Shanghai dollars (unsettled). ........ 29.76 99.78 99.76 29.78 before attaining political and economic soundness, 
Hongkong dollars (unsettled)........| 31.43 30.49 31.43 30.49 but at any rate recent European developments 
India (61.798c a rupee)............ 37.90 36.88 37.90 36.88 have been such as to indicate lessened possibilities 
Japan (84.39c a yen). ............. 99.01 98.51 29.01 98.51 of an immediate war. 
Sts. Settlements (96.139c a dollar)... .| 58.90 57.40 58.90 57.40 7 * & 
Argentina (71.87¢ a paper peso) 4...) 26.35 30.12 26.35 30.12 Among the South American exchanges, the 
Argentina (71.87c a paper peso)**...| 33.46 32.60 33.46 32.60 Argentine peso worked a little lower on the news 
Brazil (20.25¢ a paper milreis)**.... . 5.95 6.14 5.95 6.14 of unsatisfactory crop conditions. 
Chile (20.599c a gold peso)t....... 5.19 5.19 5.19 5.19 control in the majority of cases prevents it from - 
Colombia ($1.645 a gold are: ...| 54.65 57.15 54.65 57.15 finding reflection in the quoted rates, but it is ‘ 
Colombia ($1.645 a gold asst 50.00 56.25 50.00 56.25 probable that there is a certain underlying weak- 
ones Seongaten ag ha -.-| 27.80 27.80 27.80 27.80 | ness in South American currencies in general. 
era (47.409c a sol)f.......5555.5 6% 24.50 26.00 24.50 26.00 | This would be the logical result of slackening 
Uruguay ($1.751 a gold peso) q..... 46.00 56.50 46.00 56.50 | trade and industry in many important countries of 
Uruguay ($1.751 a gold peso)**f....| 66.02 78.70 66.02 78.70 | the world, coupled with further declines in raw 
Venezuela (32.67c a bolivar)x....... 30.50 25.75 30.50 25.75 | material prices. 





{—Free 





t—Nominal quotations. 


rate, 


**_Official tate. 


§—Travel Lira 4.75¢. 








x—Outside rate. 
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Security Statistics 





















































THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
COMMENTS 
1937 Indexes 1938 Indexes 
No. of After advancing moderately for four con- 
High Low Issues (1925 Close—100) High Low Feb. 19 Feb. 26 Mar. 5 secutive weeks, stocks reacted during the 
122.0 54.3 330 COMBINED AVERAGE 65.9 54.3 59.2 61.3 58.8 week ended March 5. Four groups—Ag- 
ricultural Implements, Business Machines, 
253.3 111.4 5 Agricultural Implements. - 130.9 108.9 125.6 130.9h 123.9 Mail Order and Telephone—have estab- 
72.6 34.0 6 Amusements. .......... 41.4 34.0 35.3 36.8 35.9 lished new highs for the current year since 
146.6 52.1 16 Automobile Accessories. 70.6 52.1 59.8 62.3 59.8 our last issue; while only one group, Meat 
30.1 8.9 12 Automobiles.........., 12.4 8.9 10.4 10.9 10.2 Packing, made a new bear-market low. The 
178.0 73.4 9 Aviation (1927 Cl.—100) 109.6 91.6 95.1 99.8 97.4 latter industry operates on a very slender 
28.5 9.3 3 Baking (1926 Cl—100).. 12.7 9.8 11.4 11.3 10.9 margin of profit per unit under the most 
308.6 135.4 3 Business Machines....... 159.6 135.4 150.0 159.6h 148.0 favorable conditions; and finds it difficult 
247.7 132.6 9 Chemicals.............. 157.7 134.2 142.7 147.8 143.2 to keep in the black, when prices fluctuate 
. 88.3 32.9 18 Construction............ 39.3 32.8 36.5 37.6 36.1 widely. Declining prices, particularly for 
361.0 193.4 S Camaisetts.s. i .56555-4. 222.5 193.4 208.8 216.2 208.3 pork products, bring inventory losses; while 
217.3 75.3 9 Copper & Brass......... 102.0 75.3 89.0 91.1 86.7 || rising prices, for which a contraction in the 
43.0 245 2 Dairy Products.......... 28.0 25.2 25.4 26.7 26.2 supply is usually responsible, ordinarily 
42.7 15.2 9 Departent aN 18.7 15.2 17.2 17.8 17.2 cause a sharp drop in sales. The Meat 
108.8 45.2 9 Drugs & Toilet Articles... 55.0 45.2 48.6 51.1 49.1 Packing industry thrives best on a compara- 
388.4 182.6 2 Finance Companies ee eees 219.4 182.6 198.4 208.6 205.4 tively level price plateau. 
71.9 37.5 17 Food Brands............ 44.5 37.5 41.5 42.2 41.5 
53.2 25.9 4 Food Stores............ 302 2.0 68 27.3 6.7 Te Seo 
122.3 46.4 4 Fumiture & Floor Covering 57.4 46.4 52.6 55.5 51.7 
41160.6 894.0 3 Gold Mining........... 1204.8 1104.9 1169.0 1148.7 1184.6 Firmmess in the Mail Order and Agricul- 
58.6 25.8 6 Investment Trusts........ 30.6 24.7 26.4 28.5 26.3 tural Implement groups reflects a belief that 
317.8 167,2 4 Liquor (1932 Cl—100).. 1942 1668 186.2 187.3 182.4 agriculture, the Administration's pet indus- 
209.8 97.8 9WMachinery............. 114.5 94.7 101.4 107.4 102.5 try (for obvious political reasons), will re- 
104.3 53.8 2Mail Order............ 63.3 58.0 60.1 63.3h 59.9 main comparatively immune to the depres- 
109.6 47.5 4 Meat Packing........... 55.3 45.6 53.0 47.9 45.6L || sion raging elsewhere, and consequently 
334.1 138.6 15 Metals, non-Ferrous...... 177.9 138.6 159.9 163.4 155.9 that farm purchasing power will be well 
26.5 Bs. oe NN ais ohon's 484 Oe es 9.7 7.4 8.1 9.3 8.5 sustained. Strength in the Telephone and 
158.8 90.8 23 Petroleum.............. 104.3 90.6 99.2 103.2 97.7 Telegraph group reflects hopes generated 
1149 50.5 18 Public Utilities.......... 60.0 47.5 49.3 52.8 50.4 by Anglo-Italian parleys that civil war in 
31.7 13.3 4 Radio (1927 Cl—100)... 16.9 13.3 13.9 14.8 14.4 Spain may be terminated in the not distant 
12.9 37.7 9 Railroad Equipment...... 48.3 37.9 43.3 46.2 42.7 future, a development which would benefit 
486 16.2 23 Railroads............... 18.6 15.3 16.5 17.6 16.6 International Telephone and Telegraph. 
28.5 RS Re re 9.2 6.9 4.3 7.5 4.3 
4 87.6 349 3Shipbuilding............ 62.6 41.6 56.1 53.0 50.7 * * * 
165.6 69.6 13 Steel & lran............ 85.8 69.6 74.2 76.4 74.5 
vn EA PE, “NR a ere 25.7 21.6 24.7 245 24.0 Tobacco stocks, though close to the year's 
171.2 118.6  2Sulphur................ 147.3 118.6 130.9 143.5 141.7 || low, have fluctuated within a comparatively 
85.3 43.2  3Telephone &Telegraph... 50.2 41.9 43.5  50.2h 45.7 || narrow range for several months. Higher 
eB ee 6 Oe a eee 42.9 35.3 39.8 39.8 37.8 || leaf prices have raised production costs 
29.2 10.7 4 Tires & Rubber.......... 142 10.7 13.5 13.9 13.0 || somewhat; but progressive mechanization 
99.4 68.3 4Tobacco............... 75.9 68.7 68.7x 70.7 69.8 || of plants has made producers of tobacco 
1.9 20.6 5 Trection................ 31.2 21.2 6.1 26.4 26.3 || products almost immune to labor problems 
346.8 157.7 4 Variety Stores.......... 189.1 157.7. 177.8 179.5 174.8 || with which other industries are plagued. 
Sete easy 22 Unclassified (1937 Cl— 129.0 100.0 112.4 115.8 112.4 || Furthermore, cigarette sales in January 
Wises res were the second largest for any like month 
h—New HIGH this year. x—New LOW this year. L—New LOW since 1936. on record, and were off only 3% from 
ne January of 1937. 
ay DAILY INDEX OF SECURITIES ae 
Rahs N. Y. N. ¥. Times 
i Times Dow-Jones Avgs. ——50 Stocks : ' 
the sete itn Wt Mak lew | Soles | ge cokduinns mele ee tome 
Monday, LS 71.50 129.49 29.35 93.22 91.21 758,871 rant ‘this show of strength It is estimated 
Tuesday, Feb. 22....... HOLIDAY—EXCHANGE CLOSED : 
that, for the crop year ended August 31, 
Wednesday, Feb. 23 71.89: * 132:41 30.52 95.21 93.76 1,299,315 1938, world: production of caw sugar will 
Thursday, Feb. 24...... 71.86 130.85 30.05 94.72 93.52 719,007 be 2% greater than for the previous year 
Friday, Feb. 25........ 72.09 131.58 30.50 95.03 93.16 897,970 A : | 
consumption will be 1% lower, and world 
Saturday, Feb. 26...... 71.94 131.26 30.29 93.91 93.30 303,230 : ; : 
inventories will be up 11%. At present 
Monday, Feb. 28...... 71.69 129.64 29.90 93.06 91.72 560,610 prices there is little or no profit margin for 
Tuesday, March 1...... 71.61 130.47 30.02 94.18 92.08 534,140 either producers or refiners, and the outlook 
Wednesday, March 2 71.43 129.38 29.71 93.82 92.50 406,315 ‘ ’ 
has not been helped by Secretary Wallace's 
Thursday, March 3..... 71.23 128.22 29.36 92.19 91.13 466,880 recent remark that prices are high enough. 
Friday, March 4........ 70.96 127.78 28.97 92.80 91.31 488,930 
Saturday, March 5...... 70.63 127.67 28.75 91.56 91.05 222,000 * . - 
STOCK MARKET VOLUME Shipbuilding stocks have recently been 
Week Ended March 5 Week Ended Feb. 26 Week Ended Feb. 19 weaker than the rest of the market, despite 
2,678,875 3,978,393 3,317,940 the large backlog of unfilled orders, owing 
Total Transactions Same Date Same Date to high costs and delays in the Govern- 
Year to March 5 1937 1936 ment’s shipbuilding program. 
40,788,100 717,346,200 142,699,447 
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The Personal Service Department of THe Magazine of 


Srkeey will 


Wau 


answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 


dollars in value to you. 


1, Give all necessary facts, but be brief. 


It is subject only to the following conditions: 


2, Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Curtiss Wright Corp. 


| have seen Curtiss Wright favorably writ- 

ten up in several sources, yet it does not 
seem to reflect anything lke the interest 
shown in other aviation issues. Do you think 
it should do well sooner or later? Would 
you recommend its purchase?—P. L., Chi- 
eago, Til. 


Lack of interest in the common 
stock of Curtiss Wright Corp. may 
he attributed to the fact that the 
number of shares outstanding is con- 
siderably larger than other com- 
panies situated in this industry. As 
of September 30, 1937, the company 
had 1,158,300 shares of Class “A” 
and 7,427,670 shares of common. It 
is to be expected, however, that the 
unusually large volume of business 
that the company has been enjoying 
will arouse more interest in the com- 
pany’s stock. For the nine months 
ended September 30, 1937, earnings 
of $1.37 per share were shown on the 
Class “A” stock, as compared with 
$1.09 per share a year earlier. The 
estimates place full year profits at 
$1.75 per Class “A” share or prac- 
tically double the 88 cents per share 
earned during 1936. Also, this should 
allow the common issue to show 
something in the way of earnings. 
At the beginning of the current year 
the company had on hand between 
$25.000.000 and $30.000,000 in un- 
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filled orders. It is estimated that 
during 1937 the company’s volume 
sales amounted to around $20,000.- 
000. It is also interesting to note 
that the huge development costs of 
previous years will not retard earn- 
ings as in the past. This should 
enable wider profit margins and 
should, therefore, benefit both classes 
of stockholders. Indications point 
to a continued high rate of orders 
from the Army and Navy Air Corps. 
while the increased interest in com- 
mercial air transport should increase 
the output to that group. While the 
issue, admittedly, has been depressed 
marketwise for a considerable period. 
we are inclined to take a construc- 
tive attitude toward both issues over 
the longer term. One cannot expect. 
however, that there will be a sudden 
awakening of interest in the com- 
mon. The Class “A” stock is en- 
titled to dividends of $2 per share 
annually, before the common may 
receive anything. This dividend rate 
has not been paid for some time. 
the directors electing to follow a con- 


servative policy and declaring onl) 
nominal payments of 50 cents per 
share on the “A” issue. Notwith- 
standing the fact that the common 
issue is a definite long-range specu- 
lation, we are inclined to believe that 
assumption of commitments at pres- 
would be a 
over the 


ent depressed levels 
worthwhile investment 
longer period. 


Ludlum Steel Co. 


views on Ludlum 
for 1938 


Please write me your 
Steel. What are its 
To what extent is it dependent on the aute 
Do you counsel retentwwr 


Bridae 


prospects 


mobile industry? 
of stock bought at 22'2°—H. G., 


port, Conn 


Due to the fact that approximately 
50% of the steel produced by Lud- 
lum Steel Co. is consumed by the 
automotive industry, 1938 earnings 
will probably be appreciably lower 
than those anticipated for 1937. 
The current demand is_ probably 
being realized from the makers of 
equipment for the oil and food proc- 
ess industries and also from the air- 
craft industry. While these sources 
are stable takers of the company’s 
products, the bulk of earnings is al- 
ways derived from the takings of 
the automotive industry. Sharp 
curbing of production by automobile 
manufacturers has already had its 
effect upon the earnings of Ludlum. 
For the initial nine months of 1937 
(latest available), earnings were 
$2.41 per share. This compares witl 
$1.30 per share sustained on the 
common stock during the like inter- 
val of 1936. However, it is antici- 
pated that the company will only 


(Please turn to page 731) 





When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 
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What 
Industries 


Will Lead? 


e Each year brings its crop of 
new market leaders. 


e Motors were the pace mak- 
ers in ‘35, metals in ‘36, and 
steels in ‘37. What group will 
lead in 1938? 


Special Reports 


e We have just prepared a 
special set of Reports giving 
our selections for the coming 
months. A free copy will be 
sent on request. 


Pere ree oe ae a ee a a ee ee ee 


Babson’s Reports 
Dept. 97-77, Babson Park, Mass. 


Send complimentary copy of reports on 
the industries of 1938. 


NAME ___ 


ADDRESS 
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save money 


purchase only custom tailored 
clothes — English, Scotch or 
Irish fabrics—perfect design— 
the finest hand workmanship— 
business suits — priced from 


$85.00 
SHOTLAND 
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SHOTLAND 





574 FIFTH AVE., NEW YORK 





Telephone BRyant 9-7495 
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New York Stock Exchange 























Rails 
1936 1937 1938 
A High Low High Low High Low 
NR no kanes sae so 8814 59 9435/4 32%, 42 32 
Atlantic Coast Line. ............. .. 49 2154 5512 18 2734 20%, 
B 
aR EID 556k sconce ceses sce 261 15% 4014 Bi, 10% T3, 
Bangor & Aroostook.................. 49% 39 45 30 34 30 
Cc 
Cy errr eee 16 10%, 1714 6% si, 4 
Chesapeake Corp......... 100 59 901% 48, 37% 
Chesapeake & Ohio.. 17% 51 68% 31 38) 314% 
Chicago Gt. Western Pid... 14% 4 181, 3 534 
C. M. & St. Paul & Pacific............. 2) 11 3% Ye 3) 
C. M. & St. Paul & Pacific Pfd......... 54% 272 1%, 1% 1% 1% 
Chicago & North Western ............. 4h othe OB Rm 4 
Chicago, Rock Is. & Pacific............ 11% 3% % 1% % 
Delaware & Hudson.................. 543, 3634 5834 13 17% 13% 
Delaware, Lack. & West.............. 2312 44%, 2414 5 8% 6% 
E 
RI a ee eT 181, 11 2352 4%, 6% 3 
G 
eee, OEE ee 4672 321, 5634 2014 261% 19 
I 
6 EE ee oe a 29%, 185/2 38 8 12%, 8¥ 
K 
Kansas City Southern................. 26 13 29 5 9%, 6% 
OS eee 22 814 245/2 4%, 65% 4% 
Louisville & Nashville...... ee ee 1023/g 571% 481 56% 44 
M 
Mo., Kansas & Texas... ... iat at is 514 9%, 2 3% 2% 
Mo., Kansas & Texas Pfd., izes ciate eee 141 345% 51% 111 4) 
Missouri Pacific........-......... 4 21, 6% 1% 3% 1% 
N 
New York Central. . eer 2734 5514 151% 197%, 151% 
“se a Ghiiouls......... 17%, 72 14 221% 13% 
N. & eee. 3 9%, 2 235%, 2 
Norfolk & Woun TEGeaes 210 2 180 8 180 
Northern Pacific............. 23% 36% 9% 13% 9% 
DINER «2. oes 0sscasonees+s 45 281, 5014 20 241% 19%, 
R 
2 SE eee 50%, 35% 47 8% 22 18% 
Ss 
DE RSERRORETOR.........0.000000000 a 1%, 4%, 1 1% 1 
EE ere 47% 2314 6534 17 ee 161, 
NN MOREY 005.5 5550 ccs cceen ce 261 12%, 4334 9 3%, 10 
T 
Serer er ee eee 49 28 541, 155% 23 17%, 
U 
RP yon. Ca ncn siaele sane 1493, 108%, 14834 80 88i, 125, 
Ww 
Western Maryland................065 121/, 8, 113%, 25 4% 3% 
a es 
Industrials and Miscellaneous 
1936 1937 1938 
A High Low High Low High Low 
ER a6 pus ce ans cae se 861% 58 8014 441 58%, 1S 
eer e ae 13 15% 8 133 10 
Allegheny Steel............. 403/, 26% 45% 13 21%, 15% 
Allied — & oe. 5 57 2581 45 176%, 154% 
Allied 2, 6% 2h 6% 9% 6 
Allis Chalmers ‘Mfg... 81 353 831% 34 51% 38 
ees 12514 75 1147 Hy 72% 57 
Amer. Agric. peemtenl (Del.) 89 49 101% 531% 66 55 
Amer. Bank Note................-+-- 551 36 41 0 15% 11 
Amer. — "wal | | re 701 40 80%, 28 421% 30% 
SN eee ry 137% 110 1 9 911% 703/44 
Amer. Cor Ns a ig bn so wi 6.504 oF 30 71 1514 27% 1914 
Amer. & Foreign Power............... 9% 612 13% % 4%, 3 
Amer. Power & Light................. 143; 7% 161% 1% 
Amer. Radiator &S.S..............-- 2739 1834 291 9% 14% 11% 
a annee................. 37.23% 4514 15% eT %y 
Amer. Smelting & Rofaing ae GC ean te ole 103 56% 105% 41 56% 44, 
Amer. Steel Foundries. . eo 2014 73% 22% 3434 22% 
Amer. Sugar Refining...............- 635% 48%, 56% 24 31 25 
OS) eee 1901, 149% 187 140 14934 127% 
ene 6 aah yan ones sine 04 8814 99% 58%, 72%, 631% 
Amer. Water Works & Elec............ 27%, 19% 29% 8 13% 83g 
eee Pe 70% 52%, 79 251%, 35% 27 
Anaconda Ganeer BRS i iac kee ess 553; 28 6915 "7 3634 27%, 
~~ | er 73 4 13%, 4% 6% 514 
eee 35% 2672 37 18 24 20 
ees ee Th, 4 9%, 2% 4% 314 
Baldwin Loco. Works................ ree 23% 5 tod 7 
TE eee Gs 4 ints 6 5 o.a56'5.5.5.0:8 38) 21 4334 101g 141, 
re cn ale he bet c's oi os is 281, 141%, 351% 10 16% 13 
Beech-Nut Packing..............---- 112 85 114%, 903%, 103 1A 97 


Last 
ale 
3/2/38 
38 
24% 


3% 
235 
111 


9% 


1% 
19 
121% 


23 
801% 


4‘ 


9% 
32 
32% 

sy, 
23%, 

3% 


10 
He 
la, 
103% 


Div'd 
$ Per 
Share 
2.00 
11.56 


12.00 


$2.50 


*10.00 
{1.25 


2.00 


t 


*, 


S88: 


1. 
1. 
‘4. 


THE MAGAZINE OF WALL STREET 









Bricgepor 





Calumet & 
Canada Di 
Case, J. L 
Caterpillar 
Celanese ‘ 
Cerro de | 


Columbia: 
Colum. G: 
Commerc’ 
Comm, Ih 
Commerci 
Commonw 
Consolida 
Consol. C 
Container 
Continent. 
Continent. 
Continent. 
Com Prod 
Crane Co. 
Crown Co 
Curtiss-W' 
Curtisi-Wr 
Cutler-Hai 


Deere & C 
Distillers ¢ 
Dome Mii 
Douglas A 
du Pont di 


Eastman Ki 
Electric A 
Elec. Pow 


Fairbanks, 
Firestone 1 
First Natio 
Foster Wh 
Freeport S 


General A 
General B 
General E 
General F 
General KN 
General A 
General R 
Gen. Real 
General R 
Glidden. 

Goodrich 

Goodyear 


Hecker Pr 
Hercules F 
Houston € 

ludson MV 


Industrial § 
[Mspiration 
nterborou 
iter. Busir 
inter. Harv 
inter. Nick 
iter, Tel. 


Johns-Mar 
Kennecott 


Lambert. . 
Lehman C 
Libbey-O 
Liggett & 
Loew's, In 


one Star | 
Lorillard . 








jiv'd 
Per 
hare 


= tate Aviation. . 


& Co. ae te 
fattlehem OO a aa 
od Black & Decker... 

— Sn Sees 
See 
Bricgeport eee 


: $33: 
4 
= 





. 
Const 8 | Seer 
ig td voneeel -: a 


eae ster Tractor......... 


Celanese Corp............ 
Certo de — Copper 

Chrysler Corp 
Climax hielpidonen 


ae 
Columbian Carbon. .... . 
Colum. Gas & Elec... .. 
Commercial Credit........ 
Comm, liv. Trust. . Seca 
Commercial Solvents. 

&S 


Consolidated Edison eo ee 
Consol. Oi 
Container Corp. ......... 
Continental Baking, A... .. 
Continental Can... ...... 
Continental Oil... .. . . 

Com Products ed 

Cane Co... .. sas 

Crown Cork & Seal...... 
Curtiss-Wright.......... : 
Curtiss-Wright, A........ : 
Cutler-Hammer......... 





2.50 








oe hg ak See 
du Pont de Nemours. . . 





1.25 E 
ON ee 
Electric Auto Lite..... ; 
00 Elec. Power & Light... .. ; 
€ 
Fairbanks, Morse... . . 
Firestone Tire & Rubber 
First National Stores... . . 
Foster Wheeler......... 
Freeport Sulphur......... 
G 
General Amer, Transpt....... 
3.00 General Baking............. 
General Electric.......... ; 
General Foods.............. 
General Mills............ ; 
General Motors. ........ 
General Railway a. ox eth ater see 
Gen, Realty & Utility. . ; 
General Refractories... . . 
Ee ‘ 
Goodrich Co. (B. F.). - 
iv'd Goodyear Tire & Rubber 
Per H 
nare Hecker Products............ 
|.00 Hercules Powder. ...... 
60 Houston Oil........... 
te Hudson Motor Car... .. . 
00 1 
‘37% Industrial Rayon. ......... 
“00 [spiration Copper . 
"75 {tterborough Rapid Tra: sit. 
“50 inter. Business Machines Rats 
“40 iter, Harvester.......... 
“00 iter, Nickel. ......... 
"25 inter, Tel. & Tel. 
ve a 
oh Johns-Manville.............. 
-60 K 
a Kennecott Copper................... 
E z 
= Lambert Basesseesees: 
CO ee 
r4 Libbey-Owens-Ford . . 
ae Liggett & Myers Tob., B. . 
ae res My) Pee ae aves 
one Star ee 
a) | _~ Seopeaieaneee 
.00 
= Mack Truck............- 
Macy . tt 
Martin (Ginn. ) ae Pee esti 
00 Masonite, Corp.........-.-.. 
00 Mathieson ‘Alkaii [eee 
00 Melntyre Porcupine.......... 
McKeesport Tin Plate... ..... 
MARCH 12, 1938 








Boeing Airplane. peas 6 pees © 











1936 
High lew 
A 3234 215% 
Rees 72 48 
pam ee ees 774%, 45% 
ewes 3414 28% 
neared 37% 167, 
Cr kaart 3234 25 14 
wevovvees Gee 8% 
eae ay 43%, 
ia ateuieien 58, 401%, 
21%, 8h; 
eee 15% 9% 
5 Lhe, 291%, 1612 
a eae 16% 6 
103% 
921 
54%, 
21% 
47%, 
85% 
Shree 84 
rer 13614 94 
Be A 23% 14 
Bo cate 84%, 44 
eer 9134 55 
2472 144%, 
PON 51 2% 
ie sss 4834 2714 
ew neuer 17% 11% 
ane 26%, 159% 
erat 35% 103, 
Span 87, 63%, 
Vitae 441 28% 
oe iiewse 8210 63 if 
5014 24 
sis tat 9112 435 
Patines 9Y, 4 
cette 21% 101 
villi... 345% © 1814 
SN pes 6114 41 
ll) gat = 50% 
845, 33 
185 6 
Te 47\h 3034 
25% 63% 
34%, 
24% 
40 
241, 
314 
en: 76 42, 
ee 20 10% 
shite tate 55 34 
Bee 44 33%, 
oes eek 10% 58 
Cone: 77 53% 
57 3214 
é shatee ak 4% 2 
Perey re 1 33% 
epee 551% 39% 
eer 351% 13% 
PTY. 31% 215 
eres 213%, 12% 
See 13% 6% 
22% 13% 
eee 41 iP 25% 
sees Ai Sis 24%, 6 
re 18% of 
FP ireneea 194 1 
ane 1051, 56% 
66%, 4314 
1914 11% 
ee ew na 152 88 
634% 28% 
26%, 15% 
Se: 801, a7if 
Rees 1 by, A /s 
I 3 
etilne-s + 3514 
i sit 26% 211% 
SOS esate 49/4 27%, 
sclera 654 4017 
ee 251, 1114 
ROEA Ge 64y o.. 
Reh ona ree 7 
ae 3% 


1937 
High Low 
301% 8, 
6234 29 

10514 41 
38 13% 
49%, 16 
28 16 
50% 223%, 
2314 7 
59% 18 
53 z 
251% 61% 
143, 2% 
33% 6 
201 4 
Hy 9% 

196% 80 

100 40 
41} 13 
86 i 34%, 

135 i, 46, 
41 24% 

170} 93%, 

125% 65 
20% 45; 
691% 3034 
80, 34 
S$ 4 : 
ra 2114 
17% 7 
377, 10% 
37%, 7% 
69% 37% 
49 24 
71% 4 
56 22% 

100% 28%, 

834 2 
233, iY, 
27 18% 
27 191, 
29 10 
5714 35 
717% 261; 

1801/, 98 

198 
45397 1472 
26% 6% 
71% 2314 
4134 16% 
521%, 2614 
54% 11% 
32% 18 
8614 3114 
1914 5 
64% 34 
44%, 281, 
65% 48 
701% 285% 
651, 17 

5% 1 
70%, 18 
5112 191% 
oy 1234 

473, 1614, 
15% 55 

50 
17% 4%, 

23% 4 
471 15 
331% 614 
13%, 1% 

189 12714 

120 531% 
7338 37 
15% 4 

155 6514 
6934 2814 
24 101, 
4314 2234 
79 33% 

114 831 
a0 a A 
75% 3 
28% 13% 
62, 1734 
5814 25 
30% 1% 
29% 10 
74 20 
4134, 22 
p34 3014 
42) 18% 


1938 
High Low 
1442 10% 
40 29 
65%; 5014 
17% 12%, 
35% 25% 
19%, 17 
281 21% 
107 Th 
26% 1934 
13% 8% 

93 71h 
ay 
1134 83g 
101, 6% 
1934 1312 

97% 79 
55%; 39% 
18 i, 14 
461 35% 
634%, 46% 
41 331% 
125 12 
76 62% 
9% 6% 
= = Ye 
44%, 
10 7T¥2 
2 1% 
25% 20% 
10% 8 
16% 1234 
161% 1034 
454%, 38% 
3432 271 
6514 5834 
29% 19 
a i 
13% 1334 
24%, 1514 
2514 181, 
16 12% 
6032 53% 
461% 35 
12334 106 
67 1491 
21% 15%, 
10% 8 
331% 24 
2514 18% 
344 28 
201 1414 
28 2214 
4514 3514 
9 71h 
45% 3614 
33% 30 
574 50%, 
38, 29% 
261 18% 
2 1% 
28 1914 
2714 2014 
19%, 133% 
24 11% 
71% 6 
58 494 
8h 6% 
10 6% 
22 16 
153 9% 
6% 3% 
154%, 1 
70 551% 
5234 43%, 
812 5% 
86 6614 
43%, 325% 
127% 105 
2834 227% 
42 31144 
1021/ 
52% 44%, 
3934 3134 
18 151% 
244, 18 
= if * 
‘e 
21% 13% 
37%4 29 
263/44 2234 
45) 
261% 19%, 


Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 


Last 
ale 


3/2/38 
125 
40 


19%, 


241, 
1 = 


4014 
11714 


156% 
191, 
9 


301%, 
20% 
34 
18% 
2614 


44 
7% 
401, 
3134 
5414 
351% 
24 


15 


Div'’d 
$ Per 
Share 
*2.50 
t .40 

1.60 
*2.00 
4.00 
S75 


-60 
T .40 
t .25 
+ .25 
*6.00 
2.50 
Tt .50 


1.00 
1.50 
2.00 
2.00 











STOCKS 
and 
COMMODITIES 


Cash or Margin Accounts 
Foider ‘“M” 


require- 
trading 


explaining margin 
ments, commission charges and 
units sent on request. 


J. A. Acosta & Co. 


—s New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
Na w York Cotton Exchange 
New York Produce Exchange 
Y. Coffee & Sugar Exchange 

Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 














Diversify Your 
Investments 


Odd Lots enable you to diversify your 
holdings and increase margin of safety. 
Our booklet explains the many advan- 
tages offered by Odd Lot Trading. 


Ask for M. W. 809 


John Muir&(a 


Established 1898 
Members New York Stock Exchange 


| 39 Broadway New York 











OPENING AN ACCOUNT 


Many helpful hints on trading procedure and 
practise in our booklet. Copy free on request. 
Ask for booklet MG6 
Any listed securities bought and sold 


(HisHoLM & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 






















3000 ROOMS 
WITH BATH 
FROM $3.00 






STEVENS 


os; § Ren. Were) 
“AMERICA’S GRAND HOTEL” 





THE BELL TELEPHONE 
COMPANY OF CANADA 


Notice of Dividend 


A Dividend of Two Per Cent (2%) has 
been declared payable on the 16th oe of 
April, 1938, to Shareholders of record at the 
close’ of business on the 23rd of March, 1938. 

. G. Webber, 
Secretary. 


Montreal, February 23rd, 1938. 
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112 pages, 
printed in clear, legible type, Adjustable 
Stock Ratings is revised and published 


monthly. 
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Vital statistics and ratings 


ot E54 D sein 


common and preferred 


stocks in every issue .. . 





convenient pocket-size, 


It gives you... 


The exchange on which the stock is 
listed—its ticker symbol. 


The nature of the company’s busi- 
ness, for in many cases the company 
name gives no indication of its ac- 
tivities. 

Our original method of ratings — 
shows the outlook for the industr) 
and the company represented by the 
stock. 

It shows the funded 
—so earnings prospects 
more accurately determined. 


debi, i any. 
may be 


The number of shares outstanding— 
essential in judging marketability, 
and action in thin markets. 


Earnings’ record for the past three 
years — a quick check on the com- 
pany’s progress. 


Dividend rates — the date on which 
the investor must have been a stock- 
holder to receive them—and the date 
of payment. 

The high and low price for last year 
and this year — helps determine the 
possible price swings. 
Frequently-changed, terse, timely 
comments point out the major fac- 
tors operating—whether favorable or 
unfavorable — enabling the investor 
to accurately judge the investment 
merit of any stock at any time. 


Mail this coupon today 
The Magazine of Wall Street 
90 Broad Street, New York 
I enclose $3.00. Send me ADJ UST- 


ABLE STOCK RATINGS 

monthly for one year. 
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Industrials and Miscellaneous (Continued) 


M 
McKesson & Robbins 
Mesta Machine..... 
Minn. Honeywell. . 
Minn. Moline Power. 
Monsanto Chemical. . 
Mont. Ward & Co.... 
Murray Corp........... 


Nash Kelvinator. 
National Biscuit . 
National Cash Register... . 
National Dairy Prod....... 
National Distillers 
National Lead. 
National Power & Light. 
National Steel. . 
N. Y. Air Brake... 
ne gry Industries...... 
North American. . . 
North Amer. Aviation. . 


Otis Steel. 
Owens-Ill. Glass. . 


P 
Pacific Gas & Electric 
Packard Motor Car. . 
Paramount Pictures 


Phelps Dodge. ek. 
Phillips Petroleum. . 
Procter & Gamble 
Public Service of N. J. 
Pullman........ o° 
Pann... ...... 


R 
Radio Corp. of America 
Radio-Keith-Orpheum 
Remington Rand. . 
Republic Steel. . . 
Reynolds (R. J.) Tob. Ci. B 


Safeway Stores 
Schenley Distillers. 
Sears, Roebuck... 
Shattuck (F. G.). . 

Shell Union Oil. 
Socony-Vacuum Corp. 
Sperry Corp..... 
Spiegel, Inc...... 
Standard Brands... . 
Standard Gas & Electric. . 
Standard Oil of Calif 
Standard Oil of Ind 
Standard Oil of N. J. 
Stewart-Warner..... 
Stone & Webster 
Studebaker 
= ae 


Texas Corp. 

Texas Gulf Sulphur. . 
Texas Pacific Coal & Oil 
Tide Water Assoc. Oil. 
Timken Detroit Axle... 
Timken Roller Bearing. 
Twentieth Century-Fox. . 


U 
Underwood-Elliott-Fisher 
Union Carbide & Carbon 
Union Oil of Cal... .. 
United Aircraft... .... 
United Carbon. . 

United Corp...... 


U. 
U.S. Industrial “peg 
U.S. Pipe & Fdy....... 
i). 5 Rabber............ 
U. S. Smelting, wae & ae 
U. S. Steel. . 
U. S. Steel Pid. : 
Utilities Pw. & Lt., A.. 

Vv 
Vanadium........... y 


Walworth Co.. ; 
Warner Brothers Pictures . 
Western Union Tel...... 
Westinghouse Air Brake. 
Westinghouse Elec. & Mfg. 
Wilson & Co... 
Woolworth 
Worthington Pump & Mach 
.“ 


Yellow Tr. & Coach, B 
Youngstown Sh. & tube... 


Zz 
Wee... iv ss 62000: 
*—Not including extras. 
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Answers to Inquiries 





(Continued from page 727) 


show approximately 10 cents per 
share for the final quarter of 1937 as 
compared with the much larger 
figure of 80 cents per share sustained 
during the fourth quarter of 1936. 

The management of the company, 
while conservative, has been instru- 
mental in building Ludlum to one 
of the leaders in the industry. Cur- 
rently, they are contemplating the 
sale of 125,000 additional shares of 
common stock, but will probably 
defer this until market conditions are 
more propitious. If, when and as 
this additional stock is brought out. 
total capitalization of the company 
will amount to 622,600 shares of 
common $1 par stock. No funded 
debt nor bank loans are outstanding. 
This additional capitalization will be 
utilized to increase capital in order 
to continue reasonable expansion of 
the company; $1,400,000 has already 
been recommended as an appropria- 
tion for improvements to plant and 
equipment. Working capital of the 
company has always remained 
strong, being, as of June 30, 1937. 
$4,713,121. This has enabled the 
company to produce and market 
new developments which undoubt- 
edly will aid future operations. Cur- 
rently the company is bringing out 
a new stainless steel product called 
“Ludlite” which will be used quite 
extensively by the building industry. 
The building industry, by the way. 
has been growing in importance as a 
taker of the company’s products 
With the new interest currently ap- 
parent in this industry it is likely 
that the percentage takings by the 
construction field will grow consid- 
erably during 1938. Nevertheless. 
we do not look for a duplication of 
1937 earnings during 1938. The 
shares, however, appear worthy of 
long term retention. on a speculative 


basis 





Sharp & Dohme 


L bought Sharp & Dohme common at 13%. 
last year, just under the high. The stock's 
action since has been quite discouraging, yet 
[ understand new products are contributing 
to its volume. Is early market improvement 
an early possibility,—R. L. T., Baltimore, 
Md. 


The introduction of new products 
by Sharp & Dohme. while of longer 
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term significance, has only moder- 
ately improved the near term pic- 
ture. Ultimately, the specialty prod- 
ucts should enable the company to 
widen profit margins and thus im- 
prove its trade position, but keen 
competition experienced in the 
pharmaceutical industry continues to 
restrict earnings. From a high in 
1929 of $1.13 per share, earnings 
gradually declined to a deficit regis- 
tered in 1931. For the year ended 
December 31, 1936, 41 cents per 
share was shown on the common 
stock, the highest level since 1929. 
For the vear ended December 31. 
1937, earnings again declined, only 
25 cents per share being shown on 
the common issue. So far, the new 
products of the company have not 
been developed to the state where 
they can contribute largely to earn- 
ings, and in our estimation this un- 
doubtedly will be a long term de- 
velopment. The company enjoys a 
very strong financial position, total 
current assets being $7,930,725 as of 
December 31, 1937, against total 
current liabilities of only $547,856. 
The outlook for the company has 
undoubtedly been enhanced by the 
introduction of new products, but 
the shares must, from the standpoint 
of possible price appreciation, be 
placed in the long range category. 


Howe Sound Co. 


Although I have a nice profit in Howe 


93, 


Sound now, having purchased it at 42%, 
the recent weakness in non-ferrous metals 
leads me to question the desirability of fur- 
ther holding. Your impartial advice will be 
appreciated —T. T. M., Denver, Colorado. 


Not only is Howe Sound rendered 
speculative by the recent conditions 
prevalent in non-ferrous metals, but 
also because of the Mexican Govern- 
ment’s attitude toward mining prop- 
erties owned by foreigners. As you 
know, that government has _inti- 
mated the intention to nationalize 
all such properties as Howe Sound. 
Higher prices for base metal and 
increased production of copper, lead 
and zine, during 1937, resulted in 
earnings practically twice as large 
during the past year as those regis- 
tered in 1936. For the full year of 
1937, Howe Sound reported earnings 
of $10.03 per share, against only 
$5.32 per share experienced during 
the vear of 1936. The capital setup 
of the company is simple, there being 
only 473,709 shares of $5 par com- 
mon stock outstanding. The com- 
pany has no funded debt. This has 
enabled 1 disbursements on the 
common issue in the form of divi- 
dends and in regard to the disburse- 
ments made in 1937 ($6 per share) . 
the stock vielded the investor ap- 





NEW YORK CURB EXCHANGE 





ACTIVE ISSUES 
Quotations as of Recent Date 


1938 
Price Range 
—_~——. Recent 
Name and Dividend High Low i 


Price 
Alum. Co. of Amer..... . 90 70% 80 
Amer. Cyanamid B, (.60)..... 265% 23 25 
Amer. Gas & Elec. (*1.40).... 28 22 261% 
Amer. Lt, & Tr. (7.30)...... 144%, 11% 12 
Amer. Superpower.......... 11% % %, 
Assoc. Gas & Elec. "A"... .. 13% 1 1 
Ark, Nat. Gas “A"’.......... 4h 3% 31% 
COMP COS... 6.56. 0056i5504: 32 23 273%, 
CHHES SHIVER... 2s 55 5 ssi dics 2 15% 1% 
Cities Service Pfd........... 401%, 263%, 341% 
Colum, Oil & Gas ({.40).... 472 3% 3% 
Consol. Copper ({.121/)..... 6% 4% 5% 
Consol. Gas Balt. (3.60). ..... 70 61%, 631% 
Creole Petroleum (*.50)...... 27% 22% 25 
Eagle Picher Lead (7.10)...... 13%, 8% 101% 
Elec. Bond & Share.......... 101g 6%, 792 


Elec. Bond & Share Pfd. (6)... 58 46%, 55 
Ex-Cell-O Corp. (1.20)....... 13% 10 12% 
Ford Mot, of Can. "A" (1)... 18% 153%, 171% 


Glen Alden Coal ({.50)..... 658 5 5%, 
Gulf Oil of Pa. (7.25)....... 42%, 37 39% 
Hecla Mining ({.10)........ 10%, 7% sy, 
Hudson Bay M. & S. ({1.75).. 283%, 22%, 27% 


Humble{Oil (7.371%). ....... 70 60 68 
Imperial Oil (*.50)..... P 


1938 
Price Range 
————.. Recent 
Name and Dividend High Low Price 
lron Fireman (*1.20)......... 15% 13% 14 
Lake Shore Mines (*4)....... 58% 51% 55 
Lockhesd Al. ......0ceccsee 101, TV 814 
Molybdenum (f1)........... 61, 4¥, 51% 
National Bellas-Hess ......... 1 A % 
New Jersey Zinc (7.50)...... 72% 60 66 
Newmont Mining (1.50)... ... 72 54 63 
Niagara Hudson Power ({.40).. 814 7 T™% 
Niles-Bement-Pond (+.50)..... 38% 31 341% 
Pan-Amer, Airways ({.25).... 19% 14% 16 
4 9 eae 739 5% 6% 
Pennroad Corp. ($.25)........ 2%, 2% 2% 
Pepperel Mfg. (*6).......... 77 60% 70 
Pitts. Pl. Glass ($6.50). ....... 90 18%, 18% 
CR IIR os .odeecccsan' 4, 3 3% 
Sherwin-Williams (4)......... 90 81 8914 
South Penn Oil (*1.50)...... 39 37%, 38% 
Technicolor ($.75)........... 21% 16% 20% 
United Gas Corp. ........... 51% 31% 4 
United Lt. & Pwr, “A"... 2... 3% 2% 2% 
United Lt. & Pwr. Cv. Pf... .. 26%, 16%, 24 
Wright Hargreaves (*.40).... 83 To 1% 


t Paid this year 
* Not including extras. 
t Paid last year. 











proximately 12%. Howe Sound is 
in a particularly good position due 
to the fact that it is an important 
producer of all five of the major non- 
ferrous metals. This excellent di- 
versification has placed the company 
in a position whereby it is able to 
take advantage of favorable condi- 
tions in any single metal, thus off- 
setting less favorable conditions 
which might prevail in one of the 
other groups. It has also been in- 
sirumental in compiling the impres- 
sive earnings record of the company. 
Only in one year, 1932, was a deficit 
incurred. Previous to 1937 the rec- 
ord earnings on the common issue 
was the $7.38 per share sustained 
in 1929. However, the 1937 record 
surpassed any other that has ever 
been registered by the company. 
The company has maintained an 
unbroken dividend record since its 
inception. While 1938 earnings will 
probably be lower than those re- 
ported in 1937, particularly in view 
of the sharp contraction in metal 
prices, results, on the whole, should 
be satisfactory. The stock of Howe 
Sound should continue to yield you 
substantial amounts in the way of 
dividends and also afford you with 
good medium for appreciation. 


International Nickel Co. 
of Canada 


I am back about even on 150 shares of 
International Nickel acquired last year. I am 
undecided as to whether to hold this stock 
as an investment because of the uncertain 
prospects for copper, of which I understand 
this company is an important producer. 
Please advise me—S. A. N., Washington, 
D. C. 

It is true that copper production 
plays an important part in the in- 
come of International Nickel Co. It 
must also be remembered, however, 
that the company produces about 
85% of the world’s nickel require- 
ments. Prices for copper have been 
declining steadily and currently are 
at an extremely low level. How- 
ever, it is unlikely that a further re- 
duction in copper prices will take 
place. Furthermore, as there has 
been little change in nickel prices in 
the last decade, we are inclined to 
take an optimistic attitude toward 
both the near term and long term 
eutlook of International Nickel. 
For the nine months ended Septem- 
ber 30, 1937, International Nickel 
reported $2.57 per share earnings on 
the common stock. This compares 


732 








with profits of $1.75 per share sus- 
tained during the like nine months 
of 1936. It is estimated that for 
the full year earnings of the com- 
pany will approximate $3.30 per 
share. It is further anticipated that 
1938 results will closely approximate 
this showing. Better demand from 
the home market should be experi- 
enced during 1938, and while the 
armament demands for abroad are 
uncertain, continued satisfactory 
takings should be realized from this 
source. Non-ferrous metal consump- 
tion abroad has been maintained on 
an even basis during the past year 
and gives indication that this will 
be able to continue during the year. 
While it is expected that the first 
half of 1938 will show a little reces- 
sion in regard to earnings, the full 
year outlook is satisfactory, but, of 
course, much depends on the extent 
of recovery in general business ac- 
tivity. A strong financial position 
is maintained and the management 
has always been aggressive in de- 
veloping new uses and applications 
for the company’s products. Only 
it: one year (1932) did the company 
fail to register earnings on its com- 
mon stock. No dividends were paid 
in that year, nor the following one, 
1933. Other than this, however, the 
company has maintained an_ un- 
broken dividend record. Frankly, 
the company’s ability to produce its 
products at a low cost, the good 
possibilities for increase in demand 
and the excellent position of the 
company indicate that the most 
legical course for you to follow is 
continued retention. 





How the New Short Selling 
Rule Affects the Market 





(Continued from page 707) 


restricted by the short-selling rule. 

The other method of short-selling 
is open to very few traders. It con- 
sists in routing orders through a 
foreign exchange, such as London or 
Toronto. Here again it might be 
thought that such selling would 
have no effect on the New York 
market, but in practice there would 
be very little difference between 
raiding any of the important issues 
in London and raiding them here. 
The international arbitrageurs would 
prevent any delay in our feeling the 
effect of the selling, and it is difficult 
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to see what the S. E. C. can do to 
plug this loophole. Those who would 
be able to use foreign markets for 
their operations are the ones most 
likely to instigate a bear campaign 
and the ones for whose benefit the 
rule was framed. As so often hap. 
pens, these are the ones who will he 
hampered least by the new regula. 
tions in their present form. 

Despite the loopholes, the total 
short position will probably be re. 
duced, and it will probably be re. 
distributed. The example given 
earlier in this discussion brought out 
the difficulties of selling short in a 
book which contained orders at 
every eighth. Had the issue been a 
less active one, in which blank spaces 
appeared frequently on the book, 
the short stock would have had far 
more chance of getting first place to 
fill any bid which might be made. 
It is for this reason that short sales 
are easier in relatively inactive secu- 
rities and for this reason that the 
short position in the less active type 
of issue may be expected to grow at 
the expense of the leaders. The nat- 
ural consequence should be to im- 
prove the stability of hitherto vola- 
tile issues, although it is not to be 
expected that the minute volume of 
short-selling now taking place will 
suffice to change the character of 
these issues overnight. This ten- 
dency, too, will be restricted in cases 
where borrowing an inactive stock 
proves difficult. 

It has been claimed that volume 
of trading and the breadth of the 
market will be reduced by the wes 
ings of the new regulation. At first 
glance this appears plausible, and it 
will undoubtedly prove partially 
true, but these two elements depend 
upon so many unpredictable cir- 
cumstances that the argument cab 
be of little immediate weight. When 
the public decides to trade, volume 
will rise and the market will grow 
broader. The lack of a_ healthy 
short position at that time may 
prove very serious, but meanwhile it 
would be difficult to prove a strong 
case against the new rule on the 
grounds of preventing activity. It 
may very well happen, though, when 
volume does pick up, that attempts 
to handle short-selling orders will be 
ineffectual and will be given up al- 
together in many stocks. Special- 
ists cannot neglect the bulk of their 
work to move one or two short or- 
ders back and forth all over their 
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book, so they may refuse such 
orders at busy times. 

The active trading periods are 
generally timed with peaks in the 
market—the very infrequent occa- 
sions When the most decided oppo- 
nents of short-selling would be will- 
ing to admit its usefulness. If me- 
chanical obstacles raised by the new 
rule are to prevent short-selling at 
the very times when it can contrib- 
ute most to the health of the 
market, and are to discourage espe- 
cially selling in the popular leaders 
with busy, well-filled books, then the 
good intentions of its sponsors are 
likely to be thwarted. 

It is still too early for plans to 
have taken definite shape, but one 
palliative might be a type of order 
for which we have coined the term 
“exact.” When an order is received 

“sell 100 XYZ short at 3614,” 
the limit is understood to carry the 
implicit meaning “3614 or better.” 
For this reason the order must be 
moved up whenever the market goes 
up and back again with a fall in 
prices. After coming back to 361% 
several times, it is never sure of 
having first place on the book and 
first chance to fill a bid at that price. 
Each time it is moved away from 
the previous level it loses its prece- 
dence over orders which may be en- 
tered there subsequently. If the 
phrasing were “sell 100 XYZ short 
at 3614 exactly,” meaning no better 
and no worse, then the order would 
eventually occupy first place on the 
book and improve its chances of 
execution to a considerable degree. 
The expedient would also free the 
specialist from the work of making 
a change in his book with every 
fluctuation in the stock. Without 
some such means of fixing the price, 
short-selling seems doomed to ex- 
tinction at the times when it will 
have the greatest justification. 

There are two types of hedging 
sales which are eminently sound and 
which, it is to be hoped, will con- 
tinue. One is the decision of the 
owner of a hundred shares of U. S. 
Steel to sell several hundred Repub- 
lic Steel short as more or less tem- 
porary protection against a break in 
the market, rather than alter his tax 
status by selling the stock he actu- 
ally owns. This move obviously adds 
in some degree to trading volume, 
since both the short and the long 
positions must eventually be closed 
out. The other type is employed 
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DIVIDENDS AND 


INTEREST 














BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


Dividend Notice 


DIVIDENDS have been declared by 
the board of directors, as follows: 


PrererreD Srocx, Series A, 871% 
cents per share, payable April 30, 
1938 to stockholders of record at close 
of business April 15, 1938. 








Common Srocx, 45 cents per 
share payable March 30, 1938 to 
stockholders of record at close of bus 
iness March 15, 1938. 





E. A. Bamey, Treasurer. 





























UNION CARBIDE 
AND CARBON 


CORPORATION 
¥ 

A cash dividend of Eighty cents (80c) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable April 1, 1938, to 
stockholders of record at the close of 
business March 4, 1938. 


ROBERT W. WHITE, Treasurer 








NATIONAL DAIRY PRODUCTS 
CORPORATION 
Dividends of $1.75 per share on the Preferred A 
and Preferred B stocks and 30¢ per share on the 
Common stock have been declared payab ble April 
1, 1938, to holders of record March 7, 1938. 
A. A. STICKLER 


Treasurer 


February 24, 1938 





Allied Chemical & Dye Corporation 
61 Broadway, New York 
February 23, 1938 
Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 68 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 
Company, payable March 21, 1938, to 
common stockholders of record at the 
close of business March 5, 1938. 
W. C. KING, Secretary. 





ANACONDA COPPER MINING CO. 
25 Broadway, 


New York, N. Y. February 24, 1938 
DIVIDEND NO. 121 

The Board of Directors of the Anaconda 

Copper Mining Company has declared a divi- 

dend of Twenty-five Cents (25c) per share 


upon its Capital Stock cf the par value of $50, 
per share, payable March 28, 1938, to holders 
of such shares of record at the close of busi- 
ness at 3 o’clock P. M., on March 7, 1938. 

D. B. HENNESSY, Secretary. 











LOEW’S INCORPORATED 
“THEATRES EVERYWHERE” 

March 4th, 1938. 

T= Board of Directors on March 2nd, 

1938, declared a dividend of 50c per share 

on the ‘Common Stock of this Company, 

payable March 31st, 1938 to stockholders of 

record at the close of business on March 12th, 
1938. Checks will be mailed. 


DAVID BERNSTEIN 
Vice-President & Treasurer 














March 31, 


1938. 






“Call for 


March 


Philip Morris & Co., Led. inc. 


There has this day been declared a 
dividend of $4.50 per share on the out- 
standing Capital Stock of the Company 
payable March 24, 1938 to Stockholders 
of Record at the close of business on 
March 11, 1938. This is the final divi- 
dend payable for the fiscal year ending 
The action of the 
Board at this time is motivated by 
reason of the provisions of the Federal 
Revenue Act relating to surtaxes on 
undistributed profits, and after giving 
due consideration to the financial re- 
quirements of the Company. 
count of the declaration of the divi- 
dend above referred to, the Directors 
presently have in mind the omission of 
the dividend of 75¢ per share which 
would normally be paid on April 15th 
of this year. 
L. G. HANSON, Treasurer. 
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Gronca 
CORPORATION 


Convertible Preference Stock, 
$4.25 Series of 1935, Dividend 


A regular quarterly dividend of $1 06 %4 © 
Preference Stoc $ 


Series of 1935, of COMMERCIAL INVEST- 


the 


Convertible 


PHILIP MORRIS” 


New York, N. Y. 



























1, 1938. 


On ac- 


NTI VISILILLLT1 11 









MENT TRUST CORPORATION has bee: 
declared payable April 1, — to stockholders 


of record at the close of | 
10, 1938. The transfer books will 


Checks will be mailed. 
Common Stock—Regular Dividend 


A regular quarterly dividend of $1.00 pe: 
share in cash has been declared on the Cor 


mon 


Stock of COMMERCIAL 
MENT TRUST CORPORATION, 


usineE ss on 


Marc] 


not close. 


INVEST- 


payable 


April 1, 1938, to stockholders of reco: -d at the 
close of business March 10, 1938. The transfer 


books will not close. Checks will be 
JOHN I. 
February 24, 1938 
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SNYDER, 


o. 


mailed 
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UNITED CAKBON COMPANY 
DIVIDEND NOTICE 


A dividend of $1.00 per share 
elared on the Common Stock of said Company, 


payable April 1, 1938, 
at three o’clock P. 


C. H. McHENRY, Secretary. 


M. March 15, 


to stockholders of re« 


has been Gce- 


-ord 
1938. 














THE TEXAS CORPORATION 





by The 


142Np Consecutive Divide paic 
Texas C orporé ation 
The Texas C 


predecessor, 








A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares 


of The 


Texas Corporation 


has_ beer 


declared this day, payable on April 

1938, to stockholders of record as shown 
by the books of the corporation at the 
close of business on March 4,1938. The 
stock transfer books will remain open. 


C. E. Woopsrinc! 


February 17, 1 


938 


Treasurer 
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when the owner of a small steel mill, 
for example, sees signs of a coming 
decline in orders and hedges against 
losses in his own business by selling 
the stock of a listed steel company 
short. This hedging which tends to 
keep the market in line with actual 
economic trends should be encour- 
aged rather than discouraged. 

To summarize the present situa- 
tion: the new rule will prevent pow- 
erful raiding in this country, but 
leaves the question of selling abroad 
uasettled; another restriction cov- 
ering odd-lot selling will be neces- 
sary to preserve the spirit of the 
main regulation; a smaller total short 
interest will be outstanding in the 
future, the loss tending to affect the 
active issues most directly; very ac- 
tive trading will make it impossible 
for anyone but a floor trader or a 
speculator with foreign connections 
to build up a sizable position on the 
short side. The real test of a tech- 
nical position minus a short interest 
will come when the events of last 
October and November are _ re-en- 
acted in the future. 





Companies Affected by New 
Farm Legislation 





(Continued from page 703) 


if any, will be largely psychological. 

The cotton textile companies have 
already taken a licking in writing 
inventories down to market, but 
sizeable stocks appear to preclude 
any early buying boom in raw cot- 
ton. There has been a recent mod- 
erate improvement in the wholesale 
market, despite uncertainty as to 
whether the Government will return 
te a processing tax to finance its 
cotton program. The cotton textile 
industry appears to have seen the 
worst of the recent downward cycle, 
and at least the beginnings of a re- 
covery trend should not be far 
ahead. Since the supply of cotton is 
excessive, the industry would be 
helped by crop reduction and a 
firmer trend of cotton prices. 

Large consumption of cotton seed 
gil in recent months has been due to 
low prices. With prices now point- 
ing upward, it seems only a ques- 
tion of time before increasing prod- 
uct competition is encountered from 
imported vegetable oils. from soy 
bean oil and from lard, although 
supplies of the latter are not subject 


to fast nearby increase because— 


whatever the results of the Federal 
corn control program—time will be 
required to replace the hogs slaugh- 
tered in abnormal quantities as a 
result both of the original A A A pro- 
gram and the successive droughts. A 
rising price trend, however moderate, 
would be favorable to such proces- 
sors as Archer - Daniels - Midland, 
Wesson Oil, Chickasha Cotton Oil 
and Allied Mills. It seems likely 
that price trends and profit margins 
will enable such companies as Proc- 
ter & Gamble and Colgate-Palm- 
olive to make a better showing dur- 
ing the first half of this year than 
in the closing months of 1937, as 
they will be working on lower cost 
inventories. 

The competitive position and 
profits margins of the corn refiners 
—Corn Products and Penick & Ford 
—have been improved in recent 
months as a result of larger sup- 
plies of domestic corn at lower 
prices. If the new crop curtailment 
program is effective in raising corn 
prices substantially, such a_ trend 
may not be bullish on the corn re- 
liners. Anything close to $1 corn. 
for example, would strengthen com- 
petitive position of other starches. 
including duty free tapioca from 
Java. 

As to tobacco, previous experience 
with Federal control suggests strong 
probability that the present effort 
will succeed in raising prices. Funda- 
mentally, this is not bullish on com- 
panies making cigarettes, cigars. 
smoking and chewing tobaccos or 
snuff; but the tobacco companies 
average inventories over a_ three- 
year period, a practice which will to 
some extent “iron out” effect upon 
operating costs of any rise in leaf 
tobacco this year or next. More- 
over, any considerable rise in prices 
of leaf tobacco would probably jus- 
tify some offsetting increase in ciga- 
rette prices. 

The crop restriction program does 
not directly or immediately concern 
the meat packing industry. Re- 
gardless of the objective of reduced 
corn supplies and higher corn prices, 
supplies of hogs may be expected to 
increase over the next year or two— 
barring another widespread drought; 
and this would be generally favor- 
able to the packers, for scarcity of 
pork, unevenness of supply and ex- 
cessive prices had a tendency to cur- 
tail sales and profits last year. 











There may, however, be some un- 
planned repercussions of the gen- 
eral program, affecting meat pack- 
ers, the dairy industry and _ the 
leather and shoe companies. The 
law contains certain — restrictions 
upon cattle-raising and dairying on 
Southern acreage withdrawn from 
cotton, but the dairy interests of the 
northern states appear none too con- 
fident that such restrictions will 
prove effective. To the extent that 
productive endeavor turns from the 
controlled crops to cattle-raising or 
dairving, there will be possible ulti- 
mate complications affecting in vary- 
ing degree the meat packers, the 
dairy companies, leather and_ shoe 
manufacturers. 

The history of governmental ef- 
forts to regulate farm production 
and prices has been that two alter- 
natives were invariably set up— 
either to retreat or go much farther 
than originally planned. If the New 
Deal does not retreat from regula- 
tion of wheat, corn, cotton, tobacco 
and rice, it may ultimately have to 
go on to regulation of the produc- 
tion of milk, cattle, vegetables 
fruits, ete. 

It was the Department of Agri- 
culture itself which several years ago 
published a report entitled, “Food 
Control During Forty-Six  Cen- 
turies.” This study reviewed the 
ever normei granary of Joseph in 
Egypt and of Chou in China; also 
the farm price control schemes of 
Athens, of Rome under Diocletian 
of Great Britain from 1199 to 1815 
of Belgium from 1584 to 1585, of 
India from 1770 to 1886, of the Colo- 
nial United States from 1633 to 1779. 
and of France from 1789 to 1793. 

Did any of these controls prov 
satisfactory in the long run? The) 
did not. 





Only Modest Building 
Revival in Sight 





(Continued from page 697) 


Central Life Insurance Company. 
Cincinnati; Investors Syndicate. 
Minneapolis; and by banks in West- 
chester and Nassau counties, New 
York, which are among the largest 
originators of FH A mortgages. On 
the other hand, Michigan lending 
institutions held that the FHA 
changes would make little difference 
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Substantial Profits on Small Capital! 


Exceptional Short-Term Profit Possibilities are 


Now Open in Low-Priced Common Stocks 


OUND common stocks, low and 

moderate in price, form our 
Unusual Opportunities Program. 
Price alone, however, is not enough. 
On account of this very factor, all 
issues considered have to be listed 
on the New York Stock Exchange 
and pass a rigorous test made by 


our analysts 


Every stock approved must have a 
strong capital structure, outstand- 
ing earnings prospects and enjoy 
a broad market. The company 
must be ably managed and rep- 


resent an industry that is going 








Over $100 Profit 
on Even 10 Shares! 


| Boeing Airplane . . . an Unusual 
Opportunity ... was recommended 
at 23 and closed out at 33%... 
showing 1034 points profit. On even 
a ten share commitment, your cash 
profit would have been more than 


$100. 


This is an illustration of the active 

leading issues included in our three 
| programs for short-term profits .. . 

Trading Advices, Bargain Indica- 
' tor and Unusual Opportunities. 


Full consultation on present hold- 
ings is provided at all times. 


above our price limit. Throughout 
the recent market phase, how- 
ever, these issues have been re 
analyzed. From this new group, our 
recommendations are being made. 
Now temporarily quoted around 
15, these stocks can shortly re- 
bound into the 20-30 price range. 


Consequently, profits of 5 to 15 
points should be quickly available 
in such issues. They should prove 
most profitable mediums for the 
replacement of present holdings 
that face a dubious outlook. 
You may switch 50 shares of 6 





ahead. Above all, the issue must 





stock around 30 into a round lot 
of a stock at 15, and materially 











hold unusual near-term profit 








oossibilities 


Only $625 Required .. . This Unusual Opportunities 
is one of the most popular provided by THE 
ForECAST. With $625, it may be followed in 10 share 
ots on 50% margin... a conservative basis. Of course, 
with a larger amount, you may proportionately increase 


Program 


your operating unit. The maximum number of stocks 


carried at one time is five. 


Capital or collateral goes a long way in taking advantage 
of these low and moderate priced trading mediums. 


Profits of 5 to 10 Points . . . Several months ago, many 
stocks were available that met all of our Unusual Op- 


oortunity qualifications, except one. They were selling 


enhance your profit prospects 


3 Stocks Selected ... Three Unusual Opportunities 
averaging under 18 
mended. Commitments will be kept under our continuou 


by telegrarr 


are now being recom 


supervision and we shall advise you 


. when to close them out and 


funds 


or by mail 


whether to make new 


keep your liquid or 


purchases. 


Mail the coupon below to take an advantageous posi- 
tion in these three Unusual Opportunities and our new 
recommendations as decided upon. The sizable unit: 
which you may purchase should enable you to take 
immediate and aggressive steps to recover losses and 
secure substantial profits. 





FREE 


90 BROAD STREET 


April 15 


SERVICE 


C) Check here if you C1) BARGAIN 


month. 


in such cases in United 
States and Canada. 








THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


CABLE ADDRESS: TICKERPUB 


= ™ 
Service 
I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast with ser- 
vice starting at once but dating from April 15, 1938. I understand that regardless of the telegrams I 
to select, I will receive the complete service by mail. ($125 will cover an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. 
Code after our Code Book has had time to reach you.) 


C] UNUSUAL Low-priced common stocks for market appreciation, Two or three wires a 
OPPORTUNITIES month. Three to five stocks carried at a time. $625 capital sufficient to buy 
® ‘- 10 shares of all recommendations on over 50% margin. 
O TRADING Active common stocks for near-term profit. Two or three wires a month. 
FREE AIR MAIL ADVICES Three to five stocks carried at a time. $1,250 capital sufficient to act in 10 


shares of all recommendations on over 50% margin. 


Dividend-paying common stocks for profit and income. 
Three to five stocks carried at a time. 
buy 10 shares of all recommendations on over 50% margin. 


wish Air Mail and it INDICATOR 
will expedite delivery ’ ' 

of our weekly and spe- Aas 

cial bulletins. This ser- ADDRESS 

vice is provided FREE aie 


asaqnin eu wistaceiae ts ae! Ee 


Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 


NEW YORK, N. Y. 


(Wires will be sent you in our Private 


One or two wires a 
$1,250 capital sufficient to 
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Forthcoming Dividend 





- 
Meetings 
Company Time Date 
Adams-Millis Pfd. and Com.*......... 11:00 Mar. 21 
SE ee ee 2:00 Mar. 14 
Alaska Juneau Gold Mining.......... 11:00 Mar. 24 
de eS 2:15 Mar. 29 
American Home Products............. 11:30 Mar. 24 
ae —— Mar. 15 
re —— Mar. 21 
Celmee Wis, Go.*. go... cccceccscses 4:00 Mar. 14 
Burroughs Add. Mach.*.............. 2:00 Mar. 22 
Commercial Nat'l Bank & Trust (N. Y.)..11:45 Mar. 17 
Comsmdatet iON"... ..........0000 4:30 Mar. 16 


Corn Products Refining Pfd. & Com..... 2:00 Mar. 25 
El. Bond and Share $5 and $6 Pfd.*.... 3:30 Mar. 16 





Empire Trust of N. Y................. 12:00 Mar. 15 
Firestone Tire and Rubber*............ —— Mar. 18 
Fike Raver Fid.*..................25 11:00 Mar. 25 
Fulton Trust Co. of N. Y.............. 11:00 Mar. 17 
Gimbel Bros. New $6 Pfd............ —— Mar. 22 
Glen Alden Coal*................... —— Mar. 21 
Stocker Producis...................0 9:30 Mar. 23 
Hershey Chocolate Conv. Pid. & Com... 2:00 Mar. 22 
Kresge Dept. Stores 4% Pfd........... 9:00 Mar. 15 
MacAndrews & Forbes Pid. & Com.....11:00 Mar. 17 
McCrory Stores 6% Pfd.............. 2:30 Mar. 24 
McGraw-Hill Publishing*............. —— Mar. 15 
National Distillers Products............ 11:15 Mar. 24 
National Power & Light $6 Pfd........ 3:15 Mar. 17 
Newport Industries*.................. —— Mar.22 
Norfolk & Western Rwy. Pfd.......... 11:40 Mar. 22 
Pacific American Fisheries............. 2:00 Mar. 17 
Pennsylvania Salt Mfg................ 12.00 Mar. 16 
ee 2:00 Mar. 22 
Schenley Distillers Corp. Pfd. & Com....—— Mar. 15 
Sharpe & Dohme Pfd. A.............. 2:00 Mar. 23 
Southern Calif. Edison................ 12:30 Mar. 25 
Telautograph Corp................... 2:30 Mar. 24 
rr 2:00 Mar. 14 
U. S. Smelting & Refining Pfd. & Com.*. 11:30 Mar. 23 

All tings on stocks unless other- 


wise noted. — 
* Approximate date. 





in that state, due to state.foreclosure 
laws unfavorable to lenders. 

It needs hardly be said that there 
is all the difference in the world be- 
tween sample reports from a few 
iocalities—as hereofore summarized 
—and inclusive actual statistics for 
the country either as to F H A loans 
or the total of building awards. 
There is a significant difference, too, 
between building permits and build- 
ing contracts awarded. There is 
often a considerable lag between 
permits and awards. Permits for 
1938 to date show a large gain over 
a year ago, but this is largely ex- 
plained by a rush in January to ob- 
tain permits prior to a change in the 
building code in New York City. 

On the whole, while there may be 
some reality under the optimistic 
FHA ballyhoo, it would seem the 
part of wisdom for the forecaster to 
restrain enthusiasm until the actual 
building figures show a turn up- 
ward. Ballyhoo dees not saw any 
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lumber or drive any nails. 

Other things being equal, no 
doubt more people would buy houses 
or build them on 90 per cent mort- 
gage loans than on 80 per cent loans 
—but other things are not equal and 
seldom are. Actual experience with 
S0 per cent FHA mortgages re- 
vealed clearly that liberal long term 
mortgages do not have by any 
means a universal appeal. Nearly 
half of the individuals obligating 
themselves under such mortgages 
made larger down payments than 
the required 20 per cent minimum. 
Apparently there are many people 
intelligent enough to know that 
minimum down payment and maxi- 
mum term of amortization merely 
mean increased risk that the equity 
may ultimately be lost for one rea- 
son or another. 

In the present setting of general 
economic depression, reduced pub- 
lic purchasing power and a cautious 


attitude toward all postponable 
commitments involving any sub- 


stantial sums are factors which will 
retard residential building far more 
than easier mortgage terms will 
stimulate it. This will be so until 
a trend of general economic recov- 
ery, with rising purchasing power 
and rising confidence, is definitely 
evident. 

There will, of course, be a seasonal 
improvement in building over the 
months just ahead, but whether this 
will represent any real betterment 
of the position—after proper allow- 
ance for the seasonal factor—is to be 
doubted. Following the 1929-1933 
depression, recovery in residential 
building lagged well behind the gen- 
eral business cycle. Volume of such 
construction made its depression 
low not in 1933 but in 1934. If the 
1934-1935 record means anything, it 
may require a convincing general 
recovery over a considerable period 
of time to induce a significant recov- 
ery in housing. In any event, the 
total volume this spring will cer- 
tainly be far under that of a year 
ago. 

Aside from the psychological fac- 
tors of hope or fear—which definitely 
play a part in demand for all dur- 
able products—the primary factors 
determining the volume of construc- 
tion are population growth, costs in 
relation to rents and costs in rela- 
tion to other products or goods 
which are at all times competing for 
the consumer’s dollar. 





Costs of building have come down 
somewhat from the recent high, but 
are still excessive in relation both 
to the average individual’s income 
and to the cost of a great variety of 
consumer goods provided by efh- 
cient mass production industries 
As compared with ten years ago, for 
example, the disparity between the 
cost of building or buying a nev 
home and the cost of automobiles, 
clothing, radios, oil burners, wash- 
ers and other household equipment 
has been substantially widened. In 
the functional values offered by new 
homes there has been a considerable 
improvement, but less than in most 
durable products of our manufactur- 
ing industries. Moreover, rents 
also are declining at present and 
ratio between building costs and 
rentals is not as favorable as would 
be required to produce a major 
change in the picture. Finally, the 
rate of population growth is declin- 
ing. 

There is no statistical measure by 
which we can arrive either at what 
constitutes a “normal” volume of 
construction or the longer term po- 
tentials in construction. Even as to 
theoretical potentials, the best 
known experts differ widely. Some 
set up astronomical potentials, on 
the basis of human needs—ignoring 
so practical a thing as capacity to 
pay. 

The construction boom of the 
1923-1929 period probably should be 
considered as having been abnormal. 
Entering into it was a population 
growth — including immigration — 
much faster than at present, a great 
housing shortage accumulated dur- 
ing the war period, a favorable rela- 
tionship between costs of building 
and rentals, easy security financing 
of industrial, commercial and utility 
building, a record high level of na- 
tional income and a rampant gen- 
eral optimism. 

As compared with that period, the 
outlook for construction is less fav- 
orable in every respect except one: 
namely, accumulated shortage. De- 
spite slackened rate of population 
growth, the under-building of the 
past seven years has almost certainly 
resulted in a cumulative housing de- 
ficiency of considerably larger pro- 
portions than that confronting the 
country in the early post-war years. 

Making up this deficiency no 
doubt could for a time give us a vol- 
ume of residential building equal to 
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peak years of the past—but even this 
remains potential, and confronted 
with the powerful obstacles hereto- 
fore enumerated. This amounts to 
saying that, given economic factors 
favorable to construction, there is 
room for a very great improvement 
over the present depressed level— 
but it also amounts to saying that 
the future rate of secular growth in 
construction will be much slower 
than in the decades prior to 1929, a 
slackening tempo that accompanies 
America’s maturing economy. 

On March 83, by coincidence, two 
strikingly contradictory statements 
regarding construction were pub- 
lished in the newspapers. One story 
came out of Washington and began 
as follows: 

“The steady upturn in home 
financing and construction activity, 
first apparent right after the turn 
ot the year, has become even more 
marked since amendments to the 
National Housing Act became opera- 
tive early last month, Federal Hous- 
ing Administrator Stewart McDon- 
ald reported today.” 

Presented as a statement of fact, 
this is subject to independent statis- 
tical check at least so far as con- 
cerns its reference to a “steady up- 
turn” in “construction activity.” 
The F. W. Dodge figures on contract 
awards for the first six weeks of 1938 
show no steady upturn. They show 
a marked decline, both as compared 





with the preceding six weeks and 
with the first six weeks of 1937. 

The second newspaper item sum- 
marized remarks made by Sewell L. 
Avery, chairman of United States 
Gypsum Company, at this com- 
pany’s annual meeting of  stock- 
holders. Mr. Avery expressed the 
opinion that the Government’s ap- 
proach to the problem of reviving 
construction was “superficial,” that 
little help would come from this ap- 
proach and that there is no real 
chance of a building revival this 
year. 

Between these two points of view, 
you may take your choice. The 
writer’s opinion is that the Housing 
Administrator is definitely over- 
bullish and that Mr. Avery may be 
a bit too bearish. There is a possi- 
bility of some improvement in con- 
struction this year—but not enough 
to shout about. 





Cutler-Hammer—Square D 





(Continued from page 709) 


and Cutler-Hammer back beyond 
the turn of the century. The latter 
company has reported total net in- 
come, after deducting deficits, of 
$8,638,000 over the eleven years 
from 1927 to 1937 inclusive. This 
is an average of $785,000 per year 


or $1.19 per share on the present 
capitalization. Square D earned a 
total of $4,698,000 during the same 
period, an average of $427,000 an- 
nually or $1.24 per share on the 
stock now outstanding. Although 
perhaps lacking seasoning in a mar- 
ket sense, Square D as well as Cut- 
ler-Hammer can point to a record 
of substantial earning power over a 
complete business cycle. 

Analysis of the Square D balance 
sheet as of December 31, 1937, shows 
current assets of $2,810,879 and cur- 
rent liabilities of $689,921, leaving 
net working capital of $2,120,958. 
Included in the current assets were 
$401,234 in cash and inventories of 
$1,831,871, valued at the lower o! 
cost or market. Good will and pat- 
ents were carried at $1 each, plant 
and equipment at $1,289,523 after 
depreciation of $1,315,207, and tools 
and dies at a set figure of $100,000 
All expenditures on tools and dies 
are charged directly to operations. 
On the liability side, debt amounted 
to $524,250, of which $374,250 was 
in debentures and the balance in 
notes not maturing during 1938. The 
book value of the common stock 
worked out at about $9.74 per share 
at the year-end. 

The Cutler-Hammer balance sheet 
showed current assets of $4,481,167 
including $366,805 in cash and in- 
ventories of $2,630,338. Current lia- 
bilities which included $200,000 of 





DIVIDENDS RECENTLY DECLARED 








Corporation Rate Period 
Os SAS ee Ceaser 2.00 Q 
Allied Chem. & Dye...... ...... 6.00 Q 
American Bank Note.......  ...... 0.25 —— 
American Can Pfd................. 7.00 Q 
American Chain & Cable............ 0.25 — 
American Cyanamid B.............. 0.60 Q 
American Gas & Electric............ 1.40 Q 
Ameri c lei g & Refining....... 0.50 ——— 
SES ee 0.25 — 
Beech-Nut Packing................. 4.00 Q 
Beech-Nut Packing................. 0.25 Ex 
Climax Molybdenum Co............ 0.30 — 
a 0.50 = 
Commercial Credit................. 4.00 Q 
Commercial Investment Trust......... 4.00 Q 
Consolidated Edison Pfd............ 5.00 Q 
Crown Zellerbach.................. 0.25 —_ 
Devoe & RaynoldsB............... 3.00 Q 
SONG WAUINS 5osinb cdeiceicess cess ss 1.00 — 
Eagle Picher Lead................. 0.10 — 
Electric Storage Battery............. 2.00 Q 
SEUNSUNN NII 6 05.15 sininio.oi0 s's's's2.6 0.5% 0.50 a 
General Railway Signal............. 0.25 
Gillette Safety Razor............... 0.25 — 


Stock of 
Record Payable Corporation 

3/1 3/12 Homestake Mining...... 
an ie International Harvester... . . 
3/18 4/1 Kimberly-Clark Corp..... . 
3/4 3/15 Lake Shore Mines...... 
3/15 4/1 Mack Trucks.......... 
3/7 4/1 Mesta Machine......... 
5/6 5/31 National Cash Register. .... 
3/7 3/28 North American Co..... 
ete poe Otis Elevator........... 
ve od Parke, Davis & Co...... 

- St. Joseph Lead........ 
3/12 4/1 Swift & C 
3/11 3/31 wi BRN Sw Ke cssercions 
3/10 4/1 MINION ANNES iiiesocsacceegeeesens 
4/1 5/2 Union Pacific R.R......... ; 
3/14 4/1 United Carbon......... pianeaeas 

U.S: GypeeM..... 0060855. 
3/19 4/1 
3/31 4/20 a i 
esson Oil & Snowdrift........... 

peg a Wesson Oil & Snowdrift............ 

/ / Q— Quarterly. 
2/28 3/15 M—Monthly. 
3/10 4/1 Ex—Extra. 
3/12 3/31 


Stock of 
Rate Period Record Payable 
4.50 M 3/19 3/25 
2.50 Q 3/19 4/15 
1.00 Q 3/11 4/1 
ere 4.00 Q 3/1 3/15 
capee-ernte 1.00 Q 3/15 3/31 
1.00 — 3/16 4/1 
0.25 — 3/30 4/15 
0.30 — 3/15 4/1 
0.15 — 2/25 3/21 
0.40 — 3/19 3/31 
0.25 — 3/10 3/21 
nedane 1.20 Q 3/1 4/1 
0.80 — 3/4 4/1 
1.50 —= 3/4 4/1 
4.00 Q 3/15 4/1 
dgeuewa 2.00 Q 3/15 4/1 
Saved 5.00 Q 2/28 3/15 
0.1214 — 3/15 4/1 
0.50 Ex 3/15 4/1 


All designations are common stocks unless otherwise noted. 
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notes payable amounted to $982,- 
914, leaving net working capital of 
$3,498,253. Land, buildings and 
equipment were carried at $3,110,- 
323 after depreciation reserve of 
$4,046,715. The book value of the 
common stock was figured at $11.60 
per share. 

Although neither company was 
able to enlarge its holdings of cash 
or marketable securities during the 
past year, this must be laid to the 
necessity of getting plant, equip- 
ment and finances into shape to 
handle the large volume of business 
which came onto the books in the 
early part of the year. Had the 
proposed sales of stock been con- 
summated, financial position would 
now be very comfortable, but even 
without this additional help, the 
normal working off of inventories 
and accounts receivable should 
mean larger cash balances unless 
the pace of business quickens in the 
near future. Should a pickup of 
sizable proportions occur within a 
few months, stockholders would be 
faced with the prospect of additional 
financing. This would be of minor 
importance, however, as it would 
involve only slight dilution of the 
equity. 

The possibilities of electrification 
in industry as making toward 
greater safety and speed, as well as 
more satisfactory all-around effi- 
ciency, can be readily appreciated. 
In addition, the program of rural 
electrification which made over half 
a million farm homes into new cus- 
tomers last year will mean constant 
broadening of the field in that direc- 
tion. Success of the new F H A 
plan for reviving the building in- 
dustry would bolster the demand 
for electrical equipment, even if a 
general business revival should fail 
to accompany a_ building boom. 
When industry again feels the urge 
to expand and to rehabilitate, how- 
ever, both Cutler-Hammer and 
Square D will be direct and immedi- 
ate gainers, and it is this eventual- 
ity which will influence the market 
price of their stocks over the near 
future. 

The comparative dividend record 
during 1937 was in favor of Square 
D. This company paid a total of 
$2 per share, including 25c paid 
on the old Class B common before 
recapitalization. The most recent 
declaration was a dividend of l5c 
payable at the end of March. Cut- 
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ler-Hammer paid a total of $1.25 
in 1937, then took no action on a 
first quarter dividend this year, pre- 
ferring to await clearer indications 
of future business. In view of the 
unsettled outlook and the tax situ- 
ation facing most companies, how- 
ever, the omission of a dividend at 
this time or the payment of a small 
“token” dividend should not be in- 
terpreted as a measure of payments 
for the complete year. The pur- 
chaser of either of these two stocks 
is very likely to be rewarded at a 
later date by reasonably generous 
dividends, provided the bottom of 
the business slump is at hand. 
Square D offers a possibly more de- 
pendable earning power in such a 
time as this, but Cutler-Hammer 
stands to gain more from a return 
of prosperity. The latter issue will 
therefore be chosen by investors 
who are convinced that the elec- 
trical equipment industry will soon 
emerge from its slump. 





Last Minute Income Tax 
Hints for Investors 





(Continued from page 718) 


taxes, are deductible by the organ- 
ization if it pays the tax without re- 
imbursement. otherwise by _ the 
shareholder. Social security taxes 
are deductible by employers; but not 
by employees. Foreign income. war 
profits and excess profits taxes are 
deductible only if the taxpaver does 
not claim the benefit of provisions 
relating to the credit. for foreign 
taxes. Foreign taxes other than the 
foregoing and gift and estate taxes 
are deductible. 

Interest Paid on all indebtedness 
(business or private) is deductible: 
except interest paid to carry an- 
nuities and wholly tax-exempt se- 
curities. 

Interest Received. With the fol- 
lowing exceptions, all receipts of in- 
terest are fully taxable: 

Interest received on tax-free cove- 
nant bonds must be included in gross 
income; and then a credit, amount- 
ing to 2% of such interest, deducted 
from the total income tax. 

Wholly exempt from income 
taxes, and so not to be included in 
gross income, are interest on securi- 
ties issued under the Federal Farm 
Loan Act: dividends on stock of 


Federal Reserve Banks, Federal in- 
termediate credit banks, and Na- 
tional farm loan associations; also 
interest on Treasury notes, bills, and 
certificates of indebtedness; Liberty 
31s and U.S. obligations issued on 
and before Sept. 1, 1917; obligations 
of U.S. possessions, the States and 
political subdivisions thereof. 

Interest on the following is ex- 
empt from normal tax; but subject 
to surtaxes on principal over $5,000: 
Liberty 4s and 414s, Treasury bonds, 
and U. S. savings bonds (“Baby 
bonds’). 

Dividends, except when paid in 
common stock on common stock of 
the same corporation (or in othe 
securities which do not increase the 
recipient’s proportionate interest ip 
the company’s earnings or assets), 
received upon stock of a domestic 
corporation, or a foreign corporation 
deriving more than 50% of its gross 
income from this country, are fully 
taxable. 

Dividends legally classed as dis- 
tributions of assets (including true 
liquidating dividends, and dividends 
paid out of depreciation or depletion 
reserves in instances where there is 
no profit and loss surplus) are not 
taxable as dividends, but must be 
applied to reducing the investment 
If any such dividend is greater thap 
the residual cost of the investment. 
the excess must be reported as gross 
income and is thus subject to both 
normal tax and surtaxes. 

Loss Limit. Gains and losses from 
transactions in all types of capita) 
assets must be bunched, and onl 
the net result for the year entered in 
one’s tax return. Commissions and 
the S. E. C. fee of 2 cents per $1,000 
must be allowed for in striking this. 
balance; though interest and trans- 
fer taxes may be handled as a gen- 
eral deduction from gross income 
It is important to note that net capi- 


tal losses beyond $2,000 in excess of 


profits are not deductible. This ap- 
plies to corporations as well as t 
individuals; but not to bona fide 
dealers. 

Wash Sales. No deductions fo: 
loss from the sale or exchange of se- 
curities will be allowed if the selle: 
acquires substantially identical se- 
curities within a period of 30 days 
before or after the date of such sale. 
Losses thus disallowed, however. 
should be added to the cost of the 
substantially identical securities re- 
purchased within the 30 days. and 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








/ 


eral in- 




















aid Na- 
1S; also ff [fr 
lls, and — ° 
Liberty Just off the press — Only a limited supply still available 
ued on “ - P 
gations To Invest Successfully in 1938 
es and 
You Must Act on Facts ... 
is ex- r . ° ° . ° . 
subject lo give you immediately the status of the various industries 
85.000: and the situation of each individual company, as well as an 
dips analysis of the economic and business outlook,— 
bonds, | 
“Baby THE MAGAZINE OF WALL STREET 
aid in Offers Its Sixteenth Annual 
ock of 
othe 
se the 
est ip 
ssets). 
mestic 
ration 4 Year Book of Financial, Industrial and Security Facts 
gross 
fully | Facts, Graphs and Statistics that A most complete and helpful Manual, prepared in a unique 
| will help you make your 1938 style that saves your time, and yet gives you complete in- 
s de business and investment _ plans. formation on every important industry and security. 
* true | 
> S Y 1, °@ e nr e 
se You Can Still Obtain This Volume FREE 
ere is 
e not ComPLeETE STATisTICAL REcorps—plus one hundred tables and charts,— 
it hee ® vives you a complete record of all the leading companies in every 
rr 7 important industry for the past three years. in addition to high. low 
pleat Factual and last prices for 1937. 
nent. INTERPRETATION AND ForecAst—The clarity and simplicity with which 
an , | y and simplicit 
gTOSs we present all data and interpretive comment will give you a clear and 


both Interpretive accurate picture—not only of an individual corporation, but of the 


industry of which it is a component part. Our interpretation and 
forecast will give you the benefit of our expert judgment in analyzing 

















from 7 
pital these corporations and their trends during 1938. 
al 
only he financial position of all leading companies, showing the ratio of assets to liabilities, the net work- 
d in ing capital, etc., will be included. Among other important features are:— 
and | 
eon | MARKETS... BONDS... 
aie $ H - —Bond Market Prices for 1937. 
this. — of the Stock Market for 1937 with 1938 Out —Analysis of Bond Market for 1937—and 1938 Forecast 
* —New Bond Financing. 
ans- | : J —Unl‘sted Bonds. 
sen- | By the Industrial and Security Experts of The Maga- —Curb Bonds. 
‘4 < 
zine of Wall Street. . > 
me | DOMESTIC TRADE AND BUSINESS... . 
a yi —Comparison of Earnings of All Leading Companies 
7 eee Analysis of the Business Situation from the standpoint 
s ol —Stock Market Prices 1936-1937. of recent events and prospective trend. 
ap —Over-the-Counter Prices. 
" = “oo 
t CS Rates Erie. —Credit and eet Da ee a. 
} | fp r —Commodities—Including Graphs Indicating Price Trend. 
fide SECURITIES... —Record of Production of Leading Commodities and New 
’ : 7 . __. Sn Production Trends. 
| 3 Years Earning Record Capital Structure—Financial —Corporate Financing in 1937 and Prospect for 1938. 
| Position. Illustrated with Charts and Tables. —New Industries. 
| 
for 
| Mail This Coupon Today 
Se- | 
ller | THe Macazine oF WALL Street, 90 Broad Street, New York, N. Y. 
se- I enclose *$7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue. It is un- 
rr derstood I am to receive free: The Magazine of Wall Street Manual, published March 5, 1938. Also full privileges of your Personal 
<s Service Department, entitling me to impartial opinions on as many as three stocks or bonds at a time. 
=. | 
| aa Terriia toed oli Te. waste sone a ae ote ie ec AUS 0 Didcle wh SWE 8 Tie oi A ELSE le Geb Ne) WD 6b Bik TEE 0A oor a Haepenss 
ie. | 
| BRUM TY stecticiiea tent. 5 pile 4 ats ra ical Seca foltandlas “eipiatays ole Bik og: a wre ere! Bie. e eka: cra Bib-e SNAG Kid OPE de PES S HESS EA SECO ES bie mee 
1e | 
| Oe Ee ee Re ER Re PE a ee ee eee EE eT eee eee ee ee ee ce ee ee ee 
op 
nd *$7.50 in U. S., Canada, and Pan-American Countries. $1.00 additional for all other countries. 
| 3-12-M 
ET 
739 


MARCH 12,:1938 











so become deductible eventually. 
This regulation applies to securities 
only, and not to sales of other types 
of capital assets. Professional trad- 
ers and dealers in securities are 
exempted. 


Short Sales. Profits and losses 
on short sales are construed as gains 
and losses on capital assets held for 
one year or less, and so are 100% re- 
turnable. Dividends paid by a 
short seller should be deducted as 
expense when computing the capital 
gain or loss arising from such a 
transaction; but a dividend credited 
te the lender of stock is taxable like 
other dividends received. 


Cost Basis. For purposes of com- 
puting gains and losses on securi- 
ties, cost may not always be the 
price actually paid by the holder. 
Where securities of the same issue 
have been acquired in different lots, 
it is not permissible to average the 
cost (unless there is a bona fide 
reason why separate costs are not 
ascertainable). If securities of dif- 
ferent classes are acquired as a unit 
—as where one share of preferred 
and two of common are bought for 
$100—the cost must be apportioned 
between the different classes on the 
basis of relative values at the time 
of acquisition. Where this is im- 
practicable, no profit is held to have 
been realized from part sales until 
the aggregate proceeds exceed the 
cost of the lot purchased. 


Gifts. If securities were acquired 
by gifts after 1920, the basis for 
determining profits is the price paid 
by the first holder who did not ac- 
quire the securities by gift; but, for 
purposes of determining losses, the 
basis is held to be the basis so de- 
termined or the fair market value of 
the securities at the time of gift, 
whichever is lower. 

Length of time securities have 
been held includes time they were 
held by the first of the chain of 
donors; in cases where the cost to 
such donor controls the measure of 
gain or loss. 


Stock Dividends. The basis for 
stock held after distribution of a 
stock dividend equals the cost of the 
original shares apportioned among 
the several classes of new and old 
shares on the basis of relative values 
at time the old stock sold ex-divi- 
dend. 


Privileges. Values of securities 


740 


and of rights, warrants and other 
privileges are to be apportioned simi- 
larly according to original cost of 
the securities which offered such 
privileges. For example: a holder of 
one share of common stock, acquired 
at an original cost of $350, is offered 
the right to subscribe at $50 a share 
to 14 share of new common stock. 
On the day the stock opens “Ex” at 
150, the rights open at 25. Thus one 
share plus one right has a market 
value of $175; so that the “basis” of 
the old stock would be 150/175th of 
$350—namely, $300 a share—while 
the rights would have a basis of $50 
per right. If the right is exercised, 
the basis of the new stock would be 
the basis of four rights ($200) plus 
the cost of subscribing to one new 
share ($50) — namely, $250 per 
share, or $62.50 for the 14 share. 

Profits and losses from transactions 
in rights, warrants, puts, calls, and 
other options and privileges are 
treated as gains and losses from sales 
of capital assets held for one year or 
less. No gain nor loss arises from the 
exercise of a privilege; but only from 
its sale or from subsequent sale of 
securities acquired through exercis- 
ing such privileges. 


Family Transactions. Losses 
from sales and exchanges of property, 
if attended by repurchase agree- 
ments, or between members of a 
family, directly or indirectly, are not 
allowed. For purposes of this regu- 
lation, the family is held to include 
the taxpayer and his spouse, his 
brothers and sisters (whether by the 
full or half blood), his ancestors and 
lineal descendents. The same limita- 
tion is imposed upon sales to a cor- 
poration more than 59% in value of 
the stock of which is held by the tax- 
payer plus other members of his 
family plus his business partners. 

The 1937 law also disallows losses 
on sales between the maker of a trust 
and a trustee; between the trustee 
and a beneficiary; between the trus- 
tee of one trust and the trustee of 
another trust set up by the same 
maker; or between two corporations, 
one of which is a personal holding 
company 50% of the value of the 
stock of which is owned by holders 
enumerated in the above paragraph. 

Here too, as with wash sales, the 
restriction is on losses only. Profits 
on family sales are taxable, and capi- 
tal losses from other sources can be 
applied against them. 





What the Tax Bill Means to | 
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treatment of capital gains and losses 
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The 


—— 


peas 


has been an impediment to busi- | 





ness—as it surely has been 


in this respect. 
The Third Basket 


Much has recently been 
about a brand-new tax creature, 
“the third basket.” This charac- 
terization simply means that out of 
the two classes of corporations, large 
and small, there is to be carved out 
a third group. This group will con- 
sist, generally, of operating corpora- 
tions in which one individual owns 
more than 50% of the stock, or in 
which from two to ten individuals 
own varying amounts from 53% to 
75% or more. Such companies will 
pay a surtax of 20% on undistrib- 
uted income. But the surtax will be 
applied to a much smaller amount 
of net income than that upon which 
the normal tax was figured. The 
net income is first reduced by the 
general corporation tax and _ by 
$60,000, 30% of the net income, or 
amounts used to pay debts incurred 
prior to January 1, 1938, whichever 
is the greatest. 

The extra tax would nevertheless 
place at a competitive disadvantage 
companies owned by a single family 
or a few individuals, and would have 
a harmful effect upon many enter- 
prises, the ownership of which may 
be forced into the hands of larger, 
more widely owned companies. 


Worthless Securities 


The proposed change in the treat- 
ment of worthless securities is of 
primary importance to security own- 
ers. Under existing law, losses result- 
ing from securities becoming worth- 
less are deductible in full from other 
income, without regard to the $2,000 
loss limitation otherwise applying to 
capital losses. This privilege is fre- 
quently about the only consolation 
the investor has for a total loss of 
his investment. Hereafter, even this 
consolation will be taxed away. 


The law, when enacted, will apply 
to taxable years beginning with 
January 1, 1938. 
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The Investment Clinic 
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Bie optional methods of handling 
Giventory items is indispensable 
Background. 


Are Inventory Losses Real? 


Inventories, in the first place, do 
sot represent a means of speculating 
9x gambling on price trends to most 

ompanies. They might almost be 

Balled a necessary evil, since the 
Profits they occasionally produce are 
Bonainly fortuitous and non-recurring, 
thile the losses usually come at the 
ast opportune times. The man- 


sie 


i agement may set up heavy reserves 


wainst fluctuations during an ad- 
rancing market, but the necessity 
or the reserves is apt to be doubted 
by the investing public, and their 
ize in relation to those of competi- 
tors’ tends to distort earnings trends. 
The whole problem is one which has 
alled forth various solutions, none 
miversally acceptable and all con- 
taining weak spots. 

The inventory adjustment shown 

by the Goodyear Tire & Rubber Co. 
in its statement for 1937 amounted 
to over ten million dollars, reducing 
aamings on the common stock by 
more than $5 a share. This sum 
represented the cost of writing down 
raw materials, commitments, and the 
tubber and cotton content of in- 
process and finished products to the 
lower of cost or market. Still the 
most prevalent method of handling 
inventory accounting, this is con- 
sidered conservative because losses 
show up in full while profits are not 
accepted until the goods are sold. 
Should commodity prices have risen 
substantially by mid-1938, the raw 
materials still in stock would be 
carried at cost—lower than market 
—with operating results aided by 
the use of cheap inventories. 
Other companies modify the effect 
of price fluctuations by using the 
‘normal inventory” method for a 
part of their materials. The National 
Lead Co., for example, carries a cer- 
tain amount of lead, tin and anti- 
mony at prices which can be con- 
sidered rock-bottom under any but 
the most abnormal conditions. These 
prices are never marked up, and the 
balance of inventory is carried at 
the lower of cost or market. 
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A number of oil companies use 
the “last in-first out” method, assur- 
ing a more constant relationship be- 
tween the cost of their products and 
the selling prices, and also keeping 
book values more nearly in line with 
current markets. 

The tobacco companies have been 
able to make use of a three-year 
running inventory which equalizes 
prices by averaging them over a 
lenger period. This results in iron- 
ing out the fluctuations which might 
otherwise result in apparent profits 
or losses quite apart from true 
operating income. 

Many modifications are possible, 
particularly in individual cases 
which involve peculiar difficulties, 
but the perfect system has yet to be 
evolved. The investor will find that 
a comparison of previous reports of a 
company with others in the same 
industry is the best insurance against 
surprises in the way of inventory 
losses. 

Where drastic write-downs oc- 
cur, it should be remembered that 
they reflect water already over the 
dam; that provided values fall no 
further, the operating position of the 
company is if anything usually im- 
proved by the use of lower-priced 
materials. 
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fears they have been expressing to 
the President at conferences and 
Cabinet meetings. To express it 
more pungently, they were willing to 
vast some discredit upon major 
White House policies in order to 
point up their warning—perhaps to 
frighten the President into recogni- 
tion of the need for acceptance of 
their views. In any event, the pre- 
vailing psychology in Congress, and 
Mr. Roosevelt’s knowledge that it 
exists, appear to forecast a period 
of comparative quiet for business 
and industry. The fewer fights over 
major measures which he has with 
the dominant figures in his own 
party, thereby revealing the depth 
of divisions at Washington, the 
sironger hold he may have on people 
who look to him for salvation—and 
handouts. 

Frustrating Mr. Roosevelt in the 





national legislature and defeating 
him in open combat in the field, how- 
ever, may be two different things. 
It is true that the New Deal’s poli- 
tical machine seems to be creaking 
in many key states, and that the 
President has raised up numerous 
enemies through his indorsement of 
incumbents ambitious youngsters 
would like to supplant. It is also 
true that anti-Roosevelt Democrats 
inside and outside Congress may 
seize upon the Congressional elec- 
tions next fall to question the valid- 
ity of the Administration’s underly- 
ing philosophy. 

Re-election of men the White 
House has marked for slaughter, and 
the defeat of a favorite like Senate 
Leader Barkley in Kentucky, could 
easily revolutionize sentiment among 
the practical politicos. It would 
signify to them that the President 
was losing his popularity where it 
counts—back home. It might be 
the beginning of the end. 

The likeliest place to “stop Roose- 
velt” will be—must be—within the 
halls of the national convention in 
1940. Political manipulation by the 
men who name delegates may offset 
the money bags in the hands of the 
Administration. Besides framing a 
platform reviving historic party 
principles and reading the Roose- 
veltians out of power, an assemblage 
sc controlled could—and_ probably 
would—nominate a comparatively 
conservative slate. It is too early 
now to determine which faction will 
dominate, especially in view of the 
repeal of the two-thirds rule, and it 
would be sheer presumption to ven- 
ture a prediction at the moment. It 
is possible only to point out the pos- 
sibilities. 

In preparation for primaries and 
the convention, it must also be re- 
membered that Mr. Roosevelt will 
be able—and presumably willing— 
to influence them through resort to 
the public treasury. He can, as he 
has done with respect to various 
states and cities where the local ad- 
ministrations are friendly, insure 
that they obtain more than their 
share of Federal funds. He will have 
that definite advantage, and a de- 
pression, instead of dooming his in- 
fluence in the party, would only 
furnish the pretext—the reason—for 
shelling out the dough. 

In politics money talks—and Mr. 
Roosevelt knows how to make it 
speak! 













BONDS CALLED FOR REDEMPTION 





Bond 
Chicago Union Sta. gtd. 4/44... 
Dayton Pr. & Lt. 1st & Ref. 31//60..... 
{nternational Salt 1st & cons. Coll. 5/51........ 
Lexington Water Co. Ref. 5/60 
Libby McNeil & Libby 1st S. F. 5/42 
McCall Frontenac Oil Co. 1st & Coll. Tr. “A” 6/49 
New South Wales Ext. S. F.5/58.............. 
Utica Gas & Elec. Gen. 'D" 5/56.......... 
Denmark (King of) Ext. 414/62 
Lake Erie Pr. & Lt. 1st & Ref. “C" 6/52... 
Oenver Gas & Elec. Gen. 5/49 


Appalachian Electric Pr. 1st & Ref. 5/56... . 
Appalachian Power 5/41...................5. 
Virginia Power 1st & Coll. Tr. 5/42............... 
St. Joseph Rwy. Lt. Heat & Pr. 1st & Ref. 5/46... 


(E.1.)—E ntire Issue. (N.S.}—Amount not stated. (*)—Prepayment offer. 


Amount 
(000 omitted) Price 


324 100 
140 105 
N.S. 105 
zt f 102%, 
112 10214 
168 163 
299 100 
E.l. 104 
327 100 
Ea. 105 
50 105 
"ES. 104 
"EL. 105 
“EL, 105 
2327 102% 








Bananas Pay the Dividends 
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fact that it is being guided by a 
man who has been handling success- 
fully bananas for the best part of 
forty years. Shipping today under 
the American flag would appear to 
have its especial difficulties, the ulti- 
mate outcome of which can hardly 
be foreseen: nor are the problems of 
a climatical, political and technical 
nature which affect the growing of 
tropical crops any easier to appraise. 
However, in bananas there is some- 
thing of demonstrated food value 
and popularity and if anyone can 
ship bananas and make money do- 
ing so we have a strong feeling that 
it is Mr. Zemurray and his United 
Fruit Co. 





Conditions Favor Corn 
Products 





(Continued from page 715) 


This, of course, would be a promis- 
ing factor in 1938 earnings. 

Crop conditions for 1938 will not 
be clearly defined until later in the 
year, but the subnormal moisture 
cycle is believed to have about run 
its course and experts predict an 
approximate 60-70 cent average corn 
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price for the year. An average price 
between these levels would continue 
reductions for the processed products 
but a fair margin of profit would 
still exist, hence this lower price of 
finished products should be benefi- 
cial to the prime mover—business 
volume, granted improving business 
conditions. 

The stock at present prices with 
the outlook materially improved 
appears as a fairly conservative in- 
vestment medium and can be re- 
tained or purchased for this purpose 
until chart indications reverse the 
trend under way since October 19th, 
1937. 





As I See It! 
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tion that gave Czechoslovakia the 
courage to defy Germany and re- 
spond fearlessly to the blustering 
threats of General Goering. 

The trek to Rome by Premiers of 
the small European States has be- 
gun. There is no question that they 
have admired the cleverness of 
Mussolini's tactics, and that they 
will now appreciate the safeguard in 
his assumption of leadership. 

I am sure recent events must have 
given Mussolini many a_ good 
chuckle. The Germans are helpless 
against him—they know he means 
what he says. He may be a fair 
weather friend, but he is the only 


friend they have in Europe. 

The victory which he permitteg 
Hitler to believe he had won so easil 
has already become a very uncertai 
thing. Herr Schuschnigg, Musso 
lini’s “Charlie McCarthy,” is ce 
tainly behaving in a way that mus 
be infuriating to the domineerin 
and egotistical Nazis. Il Duce le 
Schuschnigg call their bluff becaus 
he knows that Germany won’t fig 
—just as he knew that Germany w 
safe from France when he advise 
her to re-enter the Rhine. 

The Germans will have to rea 
range their plans because they no 
have to reckon with the fact tha 
they will meet resistance whereve 
they go. The incipient revolt, whic} 
recently raised its head in Germany 
would flare up in real earnest in th 
event of war under the new condi 
tions. 

What about Mussolini himself 
Can he afford to go to war? Sine 
Ethiopia, he has won his battle 
with his wits and by propaganda 
His troops have not shown up 
well in Spain. Economically, Ital 
is far from strong. Her whol 
strength lies in I! Duce—in his re 
sourcefulness and his amazing in 
telligence. 

While Chamberlain is negotiatit 
with Mussolini, there are paralle 
negotiations under way in Germany 
It remains to be seen whether Britaif 
can secure any worthwhile conces 
sions. Before the Austrian affai 
England had much to gain by sue 
cessful revolt in Germany. It could 
have badly dented the Rome-Berlin 
axis. Today she has not the same 
advantage because by Mussolini’ 
handling of the Austrian situation he 
has so strengthened himself that 
England is no longer in a position t 
offer Germany a free hand in Middle 
Europe—a bargaining point of con- 
siderable importance in her negotia- 
tions with Berlin. 

Today the Germans know it ts 
Mussolini they must look to if they 
are to extend their borders in ae- 
cordance with their ambitions—not 
England. 

I would say that the gods are still 
on the side of Mussolini. Therefore 
I do not see the need for Il Duce to 
compromise on his objectives. It 
is for that reason I believe that un- 
less England is willing to make some 
very vital concessions to Mussolini 
the efforts of Lord Perth will not 
result in anything worthwhile for 
the British. 
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